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In 1975 then Finance Minister John 
Turner said “I come now to specific 
measures. None is more important than 
the control of public expenditures.” The 
deficit that year was $6.2 billion, with a 
federal debt of $33.9 billion. 

In 1978, when Jean Chretien was 
Minister of Finance, he predicted that, 
“Significant reductions in the deficit can 
be expected.” That year he added $13.1 
billion to the national debt of $64.7 bil- 
lion. 

In 1986 the new Conservative finance 
boss, Michael Wilson, thundered: 
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Information: 


4 Jason Kenney is 
President of the 
Canadian Taxpayers 
Federation. 


The Canadian Taxpayers Federation 
(CTF) is a federally incorporated, non- 
profit organization. Our three-fold purpose 
is 1) To act as a watch dog, and to inform 


“When this government 
came to office, we en- 
countered a debt prob- 
lem of massive propor- 
tions... The buck was 
passed to us. Well the 
buck stops here.” Wil- 
son’s 1986-87 deficit 
was $32.0 billion, bring- 
ing the accumulated 
debt to $388.3 billion. 
In 1994, Paul Martin exclaimed, “For 


years, governments have been promising 
more than they can deliver, and deliver- 
ing more than they can afford. That has 
toend. We are ending it.” Deficit - 
$37.5 billion. Debt: $545.7 billion. 


What’s wrong with this picture? For 


decades, federal finance ministers have 
been promising to rein in spending, cut 
the deficit and control Canada’s spiraling 
debt, and for decades they have been fail- 
ing miserably. But why did this happen? 


There are plenty of reasons: overly 


taxpayers of government’s impact on their 
economic well-being. 2) To promote re- 
sponsible fiscal and democratic reforms, 
and to advocate taxpayers’ common inter- 
ests. 3) To motivate taxpayers to exercise 
their democratic responsibilities. Founded 
in 1989, the Federation is independent of all 
political or institutional affiliations and is 
entirely funded by its associate member- 
ship fees and free-will contributions. 

The Taxpayer is published six times a 
year and is mailed to the CTF’s associate 
members. 


For more information write to the Cana- 


Protecting the taxpayer 


optimistic economic predictions, the de- 
mands of special interest groups which 
politicians seem incapable of turning 
down, and unpredictable business cycles 
are just a few. Whatever the causes, 
however, it surely must be clear by now 
that these finance ministers could have 
used a little discipline. 

Enter the Taxpayer Protection 
Amendment. In late January, the Cana- 
dian Taxpayers Federation unveiled leg- 
islation which if enacted would finally 
put an end to the irresponsible fiscal be- 
haviour of the past three decades. 

The CTF’s Amendment, which you'll 
find printed in this issue of The Tax- 
payer, is a constitutional amendment 
which would impose tough legal limits 
on the ability of the federal government 
to tax, borrow and spend. 

The first section of the Amendment 
would force the federal government to 
balance its budget every year after 1999- 
2000. This would give the government 


7933. 


All material in The Taxpayer is copy- 
righted. Permission to reprint can be ob- 
tained by writing The Taxpayer at the 


address above. Printed in Canada. 
Editorial cartoons used by permission. 
Provincial Offices: 


¢British Columbia, #604-1207 Douglas 
St., Victoria, B.C., V8W 2E7, Ph: (604) 


388-3660. 


~~ 


dian Taxpayers Federation, #105 - 438 Vic- 
toria Ave. East, Regina, Sask., S4N ON7, 
or phone our toll-free number: 1-800-667- 


@ National Research Office - Alberta, 


an initial three years to eliminate the cur- 
rent deficit of $32 billion - more gener- 
ous than what many economists are de- 
manding. After that, deficits could only 
be run in case of war or natural disaster, 
and then only after a vote of two-thirds 
of both the House of Commons and the 
Senate. Financial penalties would be ap- 
plied to any and all members of parlia- 
ment and senators who vote to increase 
spending or taxes which would cause a 
violation of the Amendment. 

The Amendment would also restrict 
spending to the growth rate of popula- 
tion plus inflation. Over the past thirty 
years (1964-94) spending has grown by 
2,551% while inflation has only grown 
by 421% and population by 51%. The 
Amendment would corral this wild 
spending spree. 

Finally, the CTF proposal would give 
the power of taxation back to the peo- 
ple. The government would be forced to 
put any proposed new tax or any in- 
crease in existing taxes to a referendum. 
At least 50% of those who vote in such a 
referendum would be required to ap- 
prove a tax increase. 

The catch in all of this, of course, is 
getting the government to adopt the 
Amendment. That’s where you come in. 

The fight to force government to live 
within our means may not be won over- 
night, but it has to start somewhere. So 
write the Prime Minister and tell him it’s 
time to pass the Taxpayer Protection 
Amendment. 


SIE Neg 


Write, fax, phone... 


The Hon, Jean Chretien 
Prime Minister 
Rm 309 S, Centre Block 
House of Commons 
Ottawa, Ont., K1A 0A6 
Ph: 613-992-4211 Fax: 613-941-6900 


#410 - 9707 - 110th St., Edmonton, 
AB., TSK 2L9, Ph: (403) 448-0159. 


@ Saskatchewan, #110-438 Victoria 
Ave. E. Regina, Sask., S4N ON7, 
Ph: (306) 352-1044. 


@ Manitoba, 1211 Richard Ave., 
Winnipeg, Man., R3E 3H3, Ph: (204) 
772-3199. 


¢ Ontario, P.O. Box 19518, Manulife 
Centre, 55 Bloor Street West, 
Toronto, Ontario, M4W 3T9, Ph: 1- 
800-265-0442. 
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Are business subsidies anything more than an additional tax? 


n analysis based on Statis- 
tics Canada information 
proves that they aren’t. 


rect taxes. 


from all levels of government in 
1993 while paying $15 billion in di- 


ciprocal tax cut in this year’s federal 
and provincial budgets. 

Federation president Jason Kenney 
points out that the $2-billion differ- 
ence between business subsidies and 
taxes is basically the same amount re- 
quired to operate Revenue Canada. 


son Canadian governments raise busi- 
ness taxes is to pay for the tax collec- 
tion bureaucracy,” he said. 

The analysis, conducted by the 
CTF, shows that businesses in all 
three prairie provinces and all four 
Atlantic provinces received more in 
subsidies than they paid in direct 
taxes. 

Kenney cautioned that the subsi- 
dies are not uniform throughout the 
business community. “There is a very 
large portion of businesses that re- 
ceive no subsidies at all - but they 
are, nevertheless, being forced to pay 
for others who in many cases repre- 
sent their competition.” 

Given this latest revelation, the 
federation has suggested several op- 
tions for Finance Minister Paul Mar- 
tin in his upcoming budget. “Of the 
$13 billion in total government subsi- 
dies, over $5 billion are granted by 
the federal government,” Kenney 
said. “That money could be put to- 
ward a major tax cut, deficit reduc- 
tion or both.” 

Kenney suggested the stimulative 
effects of a multi-billion dollar tax 
cut would be enormous. “It is clear 
that all these taxes do is redistribute 
income between businesses. Putting 
political decisions ahead of economic 
ones is no way to run a country.” 

“Slashing direct taxes on business 


“You could argue that the primary rea- 


In fact, recent numbers showed 
that, as a whole, businesses in Can- 
ada received $13 billion in subsidies 


That’s why the Canadian Taxpay- 
ers Federation is calling for an end to 
massive business subsidies and a re- 


by eliminating their subsidies can 
only create a more efficient economy 
and more jobs.” 


Unproductive lease produces big hole in taxpayers’ wallets 


It’s been more than 20 years since the lease was signed. 
It has already cost Canadian taxpayers more than $26 mil- 
lion. The Auditor General’s office has raised the issue five 
times in its annual report. Over 16 years ago the Standing 
Committee on Public Accounts recommended the matter 
be resolved. 

Still, we continue to pay for a lease on 22 hectares (55 
acres) of land in Vancouver, despite the fact the govern- 
ment has received little benefit or value in return for the 
money. 

It started in 1974 when Environment Canada acquired 
a $4 million leasehold and entered into a 71 year lease 
with the Squamish Indian Band. 

Under the terms and conditions of the lease, the govern- 
ment department would construct an environmental centre 
on the property. They would also pay rent based on a 
“highest and best use” formula, meaning the government 
pays based on the maximum rent potential regardless of 
whether or not the land is developed. Then in 2045, when 


the lease finally runs out, the property and all buildings 
constructed on it will revert to the ownership of the band. 

Unfortunately, just two years after signing the original 
lease, the Department of the Environment decided not to 
proceed with the Pacific Environment Centre. However, 
they did commit themselves to honouring the lease. 


As a result, since that time the government has simply 
paid for the non-productive lease, in addition to property 
taxes and grants-in-lieu-of-taxes. The total paid out was 
$28.8 million. They have managed to recover a paltry $2.2 
million, by sub-leasing a small portion of the property. 
Overall, though, taxpayers have had to bite the bullet for 
$26.6 million on a poorly conceived, badly managed ar- 
rangement. 


Further, if they are unable to renegotiate the agreement 
by the time the land reverts back to the band they’ll have 
lost a minimum of another $67.8 million borrowed, inter- 
est bearing dollars. 


In 1993-94, the federal government awarded 
155,000 contracts, worth $1.2 billion, that were 
not put out for competitive bidding. The rea- 
son? When it comes to contracts of less than 
$30,000 the government simply doesn’t bother. 
Competitive contracts now cost twice as much 
as in 1991-92 when 102,000 such contracts to- 
talled $600 million. Why the dramatic rise? 
Some have suggested that government officials 
are simply breaking large contracts into smaller 
chunks to circumvent the bidding process. Per- 
haps it’s time to open all of these contracts up 
to competitive bidding, and not just the larger 
ones. While a $30,000 contract might seem like 
small potatoes to federal bureaucrats, there’s a 
lot of small businesses that would welcome the 
opportunity to compete for those contracts and 
would likely save taxpayers a bundle in the 
process. 


Taxpayers volunteer for risk? 


“Knowledge based industries” have been 
called the economic growth engine of the future 
by the federal government. Why then, if they 
will be in such demand, are they in need of gov- 
ernment subsidies? The Business Development 
Bank of Canada (BDC) - a Crown corporation, 
and Western Economic Diversification (WD) 
have announced the establishment of a $25- 
million loan fund to help small and medium 
sized businesses get capital for research and de- 
velopment projects, commercial product devel- 
opment and marketing activities. According to 
a government news release, all parties will 
share the risk. The reality, though, is that since 
the business is dependent on the financing for 
its survival, and WD and BDC are both govern- 
ment agencies, the only party at risk here - as 
usual - is the taxpayer. 


Avoiding excessive taxes 


National Revenue Minister David Anderson 
said he’s encouraged by figures showing that 
Revenue Canada has assessed more than $1.1 
billion in additional taxes through its under- 
ground economy initiative. What Mr. Anderson 
fails to understand, however, is that the real 
root of the problem lies in the oppressive tax re- 
gime that is driving business underground and 
fueling the underground economy. The real 
way to target tax evasion is to ensure Canadians 
feel they are getting value for their tax dollar - 
at a rate they can afford. Audit strategies and en- 
forcement activities are not the answer - tax re- 
lief is. 
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CTF vows to fight billion dollar tax increase 


The Canadian Taxpayers Federation 
says the House of Commons Finance 
Committee is completely out of line in 
recommending Canadians be hit with a 
billion dollar tax increase in the next fed- 
eral budget. 

On January 17, the Committee recom- 
mended a $1 per carton tax increase on 
cigarettes which would raise $150 mil- 
lion, a flat tax of 15% on lottery winnings 
over $600 which would rake in approxi- 
mately $200 million, a 1.5 cent per litre 
increase in gas taxes, raising revenues by 
at least $500 million, and a reduction in 
corporate loss carry-overs, which will ac- 
count for additional increases in revenues. 
The total annual increase in taxes could 
come to as much as $1 billion. 

Federation President Jason Kenney 
said “Canadians can no longer afford mas- 
sive tax increases year after year. These 
increases are killing jobs, destroying busi- 
nesses, and lowering family income.” 

Kenney pointed out that the report con- 
tains only three recommendations for 
spending reductions and at least 20 pro- 
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posals to increase or to stop cutting pro- 
gram spending. 

“The Finance Committee apparently 
wants to fight the deficit on the backs of 


taxpayers,” he said. “Rather than making 
a commitment to a balanced budget 
through spending reductions, they insist 
on soaking taxpayers yet again.” 


Toronto Sun 


On the positive side, the Federation 
applauded the Committee for recom- 
mending some minor tax reductions “In- 
come averaging for individuals, a more 
generous recognition of charitable dona- 
tions and the possibility of deductions for 
health and dental coverage is a step in the 
right direction.” 


As well, he said, it is important the 
Committee noted there is little or no room 
to increase personal and corporate income 
taxes, and that they recommended the 
government should reduce spending as its 
primary method of deficit reduction. 


The CTF did however, object to the 
Committee’s position that “Canada is not 
yet in a position to consider over-all tax 
decreases.” 


“The Committee doesn’t seem to un- 
derstand that tax cuts would have a stimu- 
lative effect on the economy. Creating 
jobs and growth means cutting taxes, not 
increasing spending,” concluded Kenney. 


In 1995, the federal government tried to implement what would have been a multi-billion dollar tax © “The Finance Minister should throw these 
grab, Canadians from coast-to-coast rallied to stop it. Will politicians try again this year? 


Breakdown of gasoline taxes 


The following is a breakdown of costs for a single litre of gasoline purchased from a self-serve gas station in the selected cities on September 25, 1995. The costs include federal and provincial 
sales taxes, crude oil costs, refining and dealer costs. Consumers pay for indirect taxes in addition to those noted such as business and property taxes, corporate income taxes, etc. Source: The 
Petroleum Communication Foundation. 
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He says he deserves it! 


by Dean Smith 

Did Lucien Bouchard work 
hard enough in eight years as 
an MP to earn almost a million 
dollars in lifetime pension 
benefits? 

If you asked the ordinary 
taxpaying Canadian who funds 
that pension, chances are you 
would hear a definite “No.” 

However, the former Bloc 
Québécois leader, and now Pre- 
mier of Quebec, says he earned 
his $32,136-a-year pension. 

That’s not a bad return for 
such a minimal investment. 


Taxpayers contributed over $5 
for every $1 Mr. Bouchard put 
into his pension plan. Individ- 
ual Canadians, if they have a 
company pension at all, are 
lucky to get a matching dollar 
for dollar contribution from 
their employers. 

Even though reports indi- 
cate he has chosen to donate 
his pension to the “Quebec 
state” while Premier, it re- 
mains an unacceptable pill for 
Canadians to swallow. 

Bouchard’s refusal to leave 
his elaborate pension behind 
when he became Premier of 
Quebec (at a salary of 
$132,000 a year), has received 
inordinate attention, because of 
his stated intention to tear Can- 
ada apart. According to num- 
bers released by the National 
Citizen’s Coalition, if 
Bouchard were to collect his 
pension until he turns 75, the 
total bill would be $899,163. 

While Canadians may view 
Bouchard’s pension payout as 
unjust and immoral, the real 
root of the problem lies else- 
where. The problem is the pen- 
sion plan itself - available to 
MPs of all political parties in 
the country. Just recently, an- 


other federal politician fled the | 


national scene with his hands 
in taxpayers’ pockets to serve 
at the provincial level. At 41 
years of age, Brian Tobin, 
widely recognized after the 
fishing drama last year off the 
Grand Banks, stands to collect 
an annual pension of $53,000 
on top of his $135,000 salary 
as Premier of Newfoundland. 
His brief tenure in Ottawa was 
even more profitable than 
Bouchard’s. 


This gold-plated plan is an 
insult to all those who have to 
foot the bill, yet could never 
enjoy the same type of benefits 
without running for elected of- 
fice. At what other job would a 
person only have to work for 
six years to collect a pension, 
expect their employer to kick 
in $5 to every $1 he/she con- 
tributes, and then walk into an- 
other job, with the same em- 
ployer and still keep the 
pension? 


For Bouchard’s part, if he 
does succeed in pulling Que- 
bec out of Confederation, his 
pension from the Government 
of Canada should then be elimi- 
nated and transferred to the 
Government of Quebec along 
with all the other liabilities the 
province has incurred while 
part of Confederation. Then 
Quebec taxpayers can decide 
which foolishness they wish to 
consider subsidizing. 


Tobin, on the other hand is 
symbolic of the double-dip- 
ping madness the pension plan 
allows - there is only one tax- 
payer, and Tobin should only 
be allowed to collect one sal- 
ary. Plain and simple. 


Guest editorial 
Of dollars and daycare by Antony Kirby : 


Once again, children’s daycare is the sub- 
ject of government concern. Responding to 
Ottawa’s offer of possible new funding ar- 
rangements, David Tsubouchi, Ontario’s minis- 
ter of community and social services, has 
called for discussions of how the proposal 
would benefit Ontarians. 

It’s an old truism that governments can do 
nothing but collect and spend taxes. But, in 
spending our money, they influence our lives 
and shape our society. 

For the past three decades, Canadian soci- 
ety has emphasized the importance of freeing 
women from their traditional roles of mother- 
hood and home-making. 

Women have transformed 
the workplace, the world 
of business and that of 
politics. And who would 
argue that these changes 
were not necessary and 
beneficial to us all? 

Many of today’s adults, 
however, who were them- 
selves the product of non- 
parental daycare might 
have a different view. 

They have been denied a 
birthright. Regardless of 
the quality of outside day- 
care, they have missed 
something of fundamental 
importance to their lives. 
Extensive studies now 
show that this deprivation 
comes at a steep price. 

According to Dr. Mark Genuis, founder and 
director of Canada’s National Foundation for 
Family Research and Education*, non-parental 
care for more than 20 hours per week has an 
unmistakably negative effect on social-emo- 
tional development, behavioural adjustment, 
and parental bonding. 

If those words have the ring of a social 
worker’s vocabulary, it’s because the problems 
these young people so often have finish up as 
society ’s problems and society’s expenses. 

The studies quoted by Dr. Genuis also show 
that the ability to learn is not helped by non-pa- 
rental care. 

These findings might be of less concern 
were they not based on a process known as 
meta-analysis, a study that combines and stand- 
ardizes the findings of all the studies on day- 
care conducted throughout the world since 
1957. 

Through subsidies to double-income par- 
ents (whether needy or not), through direct fi- 
nancial aid to daycare centres as such, and 


Antony Kirby is a freelance journalist and communications consultant from Bolton, Ontario. He specializes in teaching effective communi- 


through income tax as well as pension biases, 
successive governments have encouraged de- 
nial to children of the essential nurturing bene- 
fits that can only be given them by parents 
who stay at home. 

For thirty years we have ignored the contri- 
butions of all those mothers and fathers who 
believed that their offspring fully deserved 
whatever sacrifice personal parental care en- 
tailed. 

This is not to deny the genuine financial 
need of single parents who must work. Nor 
does it withdraw encouragement and moral 
support from all those who have chosen career 

instead of parenthood. 

It doesn’t however, 
speak for those too young 
to protest. Surely it’s time 
to put their needs first, 
not last. It also speaks for 
all those who would 
choose home and chil- 
dren over workplace, if 
they could. It cheers on 
those who could and did. 

In their discussions, in- 
volving yet another $720 
million of federal taxes 
plus an unknown amount 
of additional provincial 
taxes, Messrs. Axworthy 
and Tsubouchi could well 
take a page from Al- 
berta’s book. That prov- 
ince’s government has 
made the commitment to 

consider families in everything it does - an 
idea worth adopting throughout Canada. 


Specifically, governments should agree to: 


* treat family income as that, for taxation 
purposes. At present, a two-earner Ontario 
family with two children and a $60,000 in- 
come pays $9,874 in income tax, but a one- 
earner, two-child family with identical income 
and a stay at home parent, must pay $17,197 - 
a penalty of more than $7,300; 


* stop giving money we haven’t got to 
those who don’t need it. Currently, for exam- 
ple, the Child Care Expense Deduction results 
in a $7,000 gift for all two-child families pay- 
ing for daycare, regardless of income; 


* help genuinely needy families with the re- 
sultant savings; 


* recognize that today’s children are tomor- 
row’s taxpayers. Supporting them now by en- 
couraging personal parental care, especially 
during the early years is, at any level, a sound 
societal investment. 


cation techniques to governments and private firms. His experience includes more than 30 years in communications for both the Ontario 
and federal governments. *For more information, call the National Foundation for Family Research and Education at (403) 263-4696. 
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Canadian business no El Dorado 


“Corporate Tax Freedom 
Day” is a myth according to 
the Canadian Taxpayers Fed- 
eration, which says that busi- 
nesses cannot bear an increase 
in taxes. 

In responding to media 
events sponsored by various la- 
bour organizations, Canadian 
Taxpayers Federation - BC 
spokesperson Troy Lanigan 
said the idea that Canadian 
business is a treasure trove of 


he word “CONFIDENTIAL” 
was printed along the top, and 
for good reason. 

Uncovered through an Access to Informa- 
tion request by Scott Taylor of Esprit de Corps 
magazine, the one page memo describes an ar- 
rangement made by the Treasury Board to 
pay aspecial retirement bonus to some of the 
federal government’s most powerful bureau- 


crats. 

Deputy Ministers 
(DMs) who retired after 
July 14, 1988 were to be 
awarded a second pen- 
sion “equal to two percent 
of the best six years’ ay- 
erage salary, multiplied 
by the years of service as 
a Deputy Minister up to a 
maximum of ten years.” 
This special perk is not 
mentioned in the booklet, 
“Terms and Conditions 
of Employment for Full- 
Time Governor in Coun- 
cil Appointees” which 
supposedly describes the 
benefits that DMs _ re- 
ceive. 

There are three levels 
of Deputy Ministers in 
the federal government. 
A DM-1 earns between 
$117,000 and $142,400 
per year, a DM-2 between 
$128.100 and $155,800 
and a DM-3 $140,100 to 
$170,500. 

Based on an average 
annual salary of 
$150,000, this bonus 
could work out to as 
much as $30,000 a year 
based on the maximum of 
ten years of service. Just 
as significantly, the DMs 
do not have to contribute 
a single cent to receive 
this second pension 


which is funded entirely by taxpayers. This is 
similar to the MPs pension plan. which was so 
extravagant that it broke the Income Tax Act's 
rules for registered pensions. To keep their plan 


untapped revenues is “about as 
credible as the legend of El 
Dorado. the lost city of gold.” 

While certain groups have 
pegged January 25 as the date 
when corporations have 
earned enough to pay their tax 
bill this year, Lanigan said sig- 
nificant pieces of information 
have been left out. 

For instance, Lanigan 
pointed out, even after account- 
ing for inflation, total taxes 


benefits. 


paid by business rose from 
$36 billion to $55 billion 
(1994 dollars) between 1980 
and 1994. for a real increase of 
53%. In 1980, taxes paid to the 
three levels of government 
consumed 43.2% of business 
profits. By 1994 taxes de- 
voured 58.4% of profits. Busi- 
ness profits in Canada are 
currently at 6.1% of GDP - al- 
most exactly the same level 
they were during the first half 


registered and to maintain their excessive bene- 
fits, MPs had to break it up into two separate 
plans. The first plan met the legal require- 
ments and the second plan topped up their 


Under their first plan. DMs receive two per- 
cent of the average salary for their six best years 
multiplied by their years of service up to a maxi- 
mum of 35 years. Consequently, a retiring DM 


earning $150,000 a year could receive a yearly 


SECRET 
PENSION 
PERK 


pension of as much as 
$135,000, including the 
bonus. 

In addition to the usual 
assortment of perks and 
benefits, the booklet 
states that DMs “may use 
an executive vehicle for 
personal and _ business 
purposes.” As well, while 
government employees 
can only fly business 
class on trips exceeding 
850 kms, such is not th 
case of DMs who can fl: 
business class at their dis 
cretion. 

As cabinet appointees 
and responsible directly 
to their respective cabi- 
net ministers, Deputy 
Ministers are easily the 
most powerful group of 
bureaucrats in the fed- 
eral government. 

Some of the members 
of this caste are hold- 
overs from the 1970s 
when they set social and 
economic policies which 
would head the country 
on the course for fiscal 
disaster. They represent 
what some have called 
the “permanent govern- 
ment” of officials who 
have enormous influence 
over elected ministers 
who come and go. 


When the most influential people in a govern- 
ment are those who do not have to face the 
electorate, they can become far too removed 
from the impact of their programs. 


of the 1930s during the Great 
Depression (6.0%). 

“Focussing exclusively on 
business income taxes fails to 
inform the public that 70% of 
taxes must be paid even if a 
business is losing money,” 
Lanigan stated. “Don’t forget 
about the myriad of other lev- 
ies, including capital and insur- 
ance premiums, payroll levies 
such as health premiums, UIC, 
CPP, worker’s compensation, 
property taxes, and indirect 
taxes such as sales and excise 
taxes. The true calculation of 
Corporate Tax Freedom Day 
should include these other 
taxes, making for a much later 
date in the year.” 

Lanigan added that if Can- 
ada were a corporate tax 
haven, businesses from around 
the world would be flocking 
here. But, statistics compiled 
by the Organization for Eco- 
nomic Cooperation and Devel- 
opment reveal that income 
taxes generated from Canadian 
businesses are already higher 
than many other countries in 
the industrialized world includ- 
ing the United States, United 
Kingdom and France. 

Apart from aggravating Ca- 


nada’s unemployment problem 
by chasing jobs and capital out 
of the country, hiking business 
taxes would also result in 
major tax increases for indi- 
viduals according to Lanigan. 

“The advocates of higher 
taxes on corporations seem to 
forget it’s people who pay 
taxes. Businesses, like govern- 
ments, don’t have any money 
of their own — they receive 
their income from consumers 
of their products and services 
and from investors. Raise 
taxes and you raise the cost of 
goods and services; decrease 
the ability of companies to pro- 
vide good paying jobs; and 
lower profits which translate 
into less return on union pen- 
sion funds, and retirement in- 
come of seniors.” 

“If labour organizations hon- 
estly believe tax increases are the 
solution, they should lead by ex- 
ample and begin paying taxes on 
the nearly $1 billion in dues and 
investment income they receive 
each year. They should also ask 
the government to terminate the 
$410 million annual tax expen- 
diture which allows individuals 
to fully deduct the cost of union 
and professional dues.” 


As the sole source of Income for business, it is consumers who ultimately pay 


the taxes. 
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The federal government's gross debt since 1968 


Pierre Trudeau 
Increased debt by 290% 


70 


7} 


72 73 75 76 


68 69 


08 33.3 34 


0031 ie 


“We do not want Canada to be 
the type of society where 
everything comes from the 
state. Therefore there will not 
be any large new social 
programs nor greatly increased 
government spending.” - Jean 
Chretien, Minister of 
Finance, 1977 


“As a national 
government we’re going 
to have to practice the 
financial restraint that we 


National Archives 


“T believe we must reduce our 
deficit and our borrowing 
requirement substantially - 
even more than I proposed a 
year ago... I have set myself the 
task of cutting the deficit in the 
next two years." - Allan 
MacEachen, Minister of 
Finance, 1981 


“How can a government call 
on the nation to restrain 
itself when its own record is 
an unbroken string of fiscal 
excesses?" - Brian 
Mulroney, 1983, ina 
speech delivered while 
Leader of the Opposition. 


(in billions of dollars by fiscal year) 


172.7 


“T am presenting a budget 
that will deliver...a strong 
positive initiative for a 
co-operative national 
attack on all government 
debt." - Don 
Mazankowski, Minister 
of Finance, 1993 


“For years, governments have 
been promising more than they 
can deliver, and delivering 
#_more than they can afford. That 
has to end. We are ending it." - 
Paul Martin, Minister of 
Finance, 1994 


Joe Pierre Trudeau Brian Mulroney Jean 
Clark Shag ees increased debt by 291% Chretien 
Increased ” ¥ Increased 
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Why Canadians need a Laxpayer Protection Law 


The need for taxpayer protection legislation 


by Mitch Gray 


What is taxpayer protection legislation? 


In short, taxpayer protection legislation (TPL) seeks 
to place limits on governments with respect to fiscal 
policy. Some TPLs force governments to balance their 
budgets on a year-to-year or cyclical basis. Others 
require a self-imposed spending and/or tax limit. A 
number employ debt limits in order to curtail govern- 
ment over-spending. 

In each case, the TPL provides a fiscal line that 
governments may not cross. It gives citizens the confi- 
dence that the state will not act in an arbitrary manner 
in the appropriation of revenues. Under such legisla- 
tion, the expectations of both parties in raising and 
spending public funds are pre-defined. 

Thus, taxpayers are protected from ill-conceived 
and damaging fiscal policy; excessive debt financing, 
uncontrolled spending, and'an endless stream of tax 
increases or new taxes. TPLs protect the citizen’s right 
to the wealth he or she has produced, while protecting 
the economy which provides that wealth. 


Why Canadians need legislation? 


The growth of government spending... 

In 1964 the federal government spent $8 billion. 
Thirty years later in 1994, that figure had risen to $168 
billion. After adjusting for inflation, “real” government 
spending has soared by 304%. In contrast, Canada’s 
population in 1964 at 19,290,000 has. only grown by 
51% to stand at 29,248,000 today. Over the past three 
decades federal government spending has outpaced 
population growth by a margin of six to one. 

Federal expenditures have also outpaced both eco- 


% Population, Real GDP & 


Federal Spending 
Growth 1964-94 
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per Canadian without an 
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nomic growth (as measured by GDP) and inflation (as 
measured by the Consumer Price Index (CPI). GDP 
has grown 176% in the years 1964-94, while the change 
in the CPI over those years grew by 421.1% 

These figures show that Canadian governments 
have been spending more and more tax dollars per 
Canadian without an accompanying increase in eco- 
nomic growth. 


The growth of taxes... 

To keep pace with its voracious appetite for spend- 
ing, the federal government has been forced to increase 
taxes. Federal budgetary revenues as a whole have 
increased 1,579% over the last 30 years. For average 
Canadians this has meant a massive increase in their 
tax bill. Direct taxes on persons have increased 
2,501%, and indirect taxes (ie. the GST) have risen 
975% in nominal terms since 1964. Direct taxes on 
corporations grew by 649%, almost all of which oc- 
curred before the recession of the mid-eighties. 


Debt financing... 

The federal government has also borrowed money 
hand-over-fist to finance its yearly shortfalls. Last 
year’s deficit of $37.5 billion was the fourth largest in 
the country’s history. As of March 31, 1995, Canada’s 
net federal public debt stood at $545.7 billion. For the 
average Canadian family that represents $74,631 in 
deferred taxes at the federal level alone. 

Another measurement which reflects Canada’s abil- 
ity to pay off its debt is the debt-to-GDP ratio which 
compares the size of the country’s economy with the 
federal debt. In 1974-75 the debt-to-GDP ratio was 
17.8%. Twenty years later, in 1994-95, Canadians 
were carrying a debt equal to 72.8% of what they 
collectively produced in that same year. The debt-to- 
GDP ratio has increased by 309%, making hopes for 
debt elimination a long-term proposition. 


Less money for programs... 
Interest payments accounted for 34 cents of every 
dollar raised by the sie ca ernment last year. In- 


fie ments 


> 


2 
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creasing interest payments means there is less money 
for healthcare, education, etc. Last year’s increase in 
debt charges (up $1.0 billion) was matched by an even 
greater decline in program spending ($1.5 billion). In 
other words, past spending increases are now resulting 
in a lower standard of living for all Canadians. 


Lower family incomes after tax... 

A decline in government services, however, is not 
the only indication of a drop in our standard of living. 
From 1980 to 1992, the average Canadian family’s tax 
bill increased by $2,078 in constant (1992) dollars. At 
the same time, non-governmental family income plum- 
meted by $2,316 in real terms, while income after tax 
fell by $1,832. Since Canadians are the ones paying the 
interest on the debt, they have less money with which 
to purchase consumer goods. 


Lower growth... 

As more tax dollars are used to pay the interest on 
government bonds, less money is available for invest- 
ment in growth-creating activities. Thus, debt and defi- 
cits feed on themselves. 


Currency depreciation & higher interest rates... 

As Canada’s debt increases, investors become con- 
cerned about our ability to pay it back. To counter this 
risk they demand higher interest rates. These higher 
interest rates compound the rate of growth of Canada’s 
already enormous debt. 


A loss of sovereignty... 

Canadians, along with their governments, borrow 
more money than they save. This has resulted in the 
need to borrow money elsewhere, notably in foreign 
countries. Foreign holdings of the Government of Can- 
ada’s debt were estimated at $107 billion at the end of 
March 1995 - 25% of the government’s total market 
debt. 

As more money leaves the country in the form of 
interest payments and dividends, less is available to 
Canadians for investment. Moreover, the federal gov- 
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emmment is severely restricted in what it can do when 
the economy hits a downturn, and Canada becomes 
increasingly vulnerable to fluctuations in international 
financial markets where we have very little control. 
is there a way out? 

Canada’s spending, tax, debt and deficit levels have 
reached the point where government must act. But, 
how can spending be brought in line with what we can 
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hy Canadians need a Taxpayer Protection Law 


afford? How can we be assured that the deficit will be 
eliminated, without imposing an impossible burden on 
the average taxpayer? These questions have been 
asked repeatedly in many other jurisdictions, and a 
brief history of the taxpayer protection movement in 
North America will help to illustrate the steps that can 
and have been taken to rectify the problems created by 
fiscally irresponsible governments. 


Percentage 
increases 
in 
taxes 
versus 
inflation 
1964-94 


A brief history of the taxpayer 


protection 
movement 


by Mitch Gray 


Our American Cousins... 

The modern-day North American “tax 
revolt” began in California in June, 1978 
with a referendum putting forth “Propo- 
sition 13." 

Proposition 13 rolled back local prop- 
erty taxes to 1% of assessed valuation, 
limited assessment increases to the lower 
of 2% or the annual inflation rate, re- 
quired two-thirds voter approval for new 
local taxes, and required two-thirds ap- 
proval of the legislature to raise existing 
or to impose new taxes. 

The passage of Proposition 13 led the 
way in promoting taxpayer protection 
legislation throughout the United States. 
Since the late 1970s, when New Jersey 
passed the first tax and expenditure limit 
law, 23 states have placed statutes on the 
books limiting governments’ ability to 
tax and spend. 

The U.S. government has also been 
under siege from its taxpayers. In con- 
trast to the state experience, federal at- 
tempts to balance the budget or control 
spending and taxes have failed. For ex- 
ample, the Gramm-Rudman-Hollings 
Act sought to protect taxpayers from de- 
ferred taxes in the form of perpetual an- 
nual deficits. Passed in 1985, the law 
required the federal deficit to be elimi- 
nated by 1991. In the fall of 1987 Con- 
gress passed a law delaying the original 
1991 balaiiced budget deadline by two 
years. Finally, on the eve of a budget 
crisis in 1990, the Gramm-Rudman- 
Hollings Act was repealed and replaced 
with a spending cap which also failed to 
reduce the deficit. 

Why have federal attempts to provide 
taxpayer protection legislation failed 
while many states have succeeded? The 
answer is almost certainly related to the 
type of law enacted. While many states 
protect taxpayers through constitutional 
provisions, federal attempts to introduce 
limits have been statutory in nature. 

No Congress can bind a succeeding 
Congress by a simple statute which can 


be repealed at any time. 

The taxpayer protection movement, 
nevertheless, has continued to gain 
ground. In June 1995, Congress ap- 
proved a balanced budget plan that would 
eliminate federal deficits by 2002 while 
providing $245 billion in tax cuts. 

But Americans are not alone. The tax- 
payer protection movement has found 
some formidable allies in Canada’s pro- 
vincial governments. 


The provincial experience... 

Six of Canada’s ten provinces have 
already introduced some form of tax- 
payer protection legislation. 

In 1991 the outgoing government in 
British Columbia produced a reasonably 
comprehensive law to balance the pro- 
vincial budget over a five year cycle. The 
statute also froze tax rates for a three year 
period. disallowed any new taxes and 
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3 Wat. * 3 wih : 
The Swiss are considered the originators of the taxpayer protection movement on the world scene. Tax & 
spending controls have been directly exercised by their citizens for as long as anyone can remember. 
Currently, any law, including tax & spending, must be approved by a national referendum, if requested by 8 
of the 23 Cantons or by a petition of 50,000 voters. A petition of 100,000 voters initiates a vote to amend the 
Constitution. Surprisingly, the Swiss have approved tax increases. Three times Swiss voters turned down a 
GST, but finally approved it in a national referendum, with 68% support. The Swiss experience shows that 
citizens are not opposed to taxes per se, provided their money is needed & is being spent wisely & efficiently. 
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limited growth in spending to the average 
annual growth rate of the provincial 
GDP. Although there were no penalties 
for non-compliance nor any voter ap- 
proval requirements, the law represented 
the first real attempt at taxpayer protec- 
tion legislation in Canada. Much to the 
chagrin of the province’s residents the 
Act was repealed in 1992 by the newly 
formed NDP government. The B.C. ex- 
perience, like many U.S. states, illus- 
trates the impermanence of statute law. 
B.C.’s eastern neighbour, Alberta, has 
followed suit and produced various 
pieces of legislation to balance the 
budget, eliminate the deficit, pay down 
the province's debt and limit taxes. As a 
result of Bill 1 and Bill 6, Alberta must 
balance its budget on an annual basis and 
apply any surpluses to the reduction of 
Crown debt. In addition, a referendum 
must be held before the introduction of a 
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provincial sales tax. Still, Alberta’s 
laws provide no penalties or provi- 
sions for the off-loading of provin- 
cial expenditures onto municipali- 
ties. 

The Saskatchewan government, 
prior to the 1995 provincial elec- 
tion, introduced An Act to Maintain 
Financial Stability and Integrity in 
the Administration of the Finances 
of the Province of Saskatchewan. 
Unfortunately, the content of the 
Act is not as prodigious as its title. 
Saskatchewan's law requires a bal- 
ancing of the budget every 4 years. 
This provision can be over-ridden 
by “a dramatic impact on expenses 
or revenues in a fiscal year,” mak- 
ing the Act all but useless. 

Manitoba’s Balanced Budget, 
Debt Repayment and Taxpayer 
Protection and Consequential 
Amendments Act, introduced prior 
to the 1995 provincial election, rep- 
resents the most comprehensive 
piece of provincial legislation. 

It combines a balanced budget 
requirement with a freeze on major 
tax rates and a plan to repay the debt. 
Up to a specified amount, surplus 
revenue must be placed in a Fiscal 
Stabilization Fund to offset unfore- 
seen fluctuations in revenue. Penal- 
ties apply if deficits are incurred. A 
referendum must be held before the 
rates of major taxes may be in- 
creased. 

At present, Manitoba’s plan is 
the closest example in Canada to the 
complete package, although it does 
have shortcomings as well. 

continued on next page 
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In 1993 the New Brunswick legisla- 
ture passed a balanced budget law stat- 
ing that “It is the objective of the Gov- 
ernment... that the total amount of the 
ordinary expenditures... not exceed the 
total amount of the ordinary reve- 
nues.... The budget is to be balanced 
over a period of four years. The legis- 
lation excludes capital expenditures 
and is mute on capping spending or 
taxes. There are no provisions for voter 
approval and no penalties exist if the 


Any comments on the CTF’s 
Balanced Budget Amendment? 


We would appreciate hearing your com- 
ments or concerns about our proposed 
amendment to the Constitution. 
Please send your letter to: 

The Canadian Taxpayers Federation, 
#410-9707-110th St., Edmonton, Alberta, 


THE TAXPAYER 


Why Canadians need a Taxpayer Protection Law 


government fails to fulfill the objective. 
There has been talk recently of possibly 
amending the law. 

Nova Scotia adopted an expenditure 
limitation Act effective 1994/95. Over 
the next four years, expenditures (ex- 
cluding debt charges, election expenses 
and restructuring charges) are to be re- 
duced by 5%. The legislation provides 
for overspending in a fiscal year by 
adding the difference to the reduction 
required in the following year. Further, 
any expenditure which does exceed the 
authorized amount must first be ap- 
proved by the provincial House of As- 
sembly. 

In addition, the newly elected Gov- 
ernment of Ontario pledged to table a 
thorough taxpayer protection act. The 
legislation would make any tax in- 
creases or new taxes subject to voter 
approval in a binding referendum; re- 
quire the elimination of Ontario's oper- 
ating and capital deficits within at least 
five years, along with interim deficit 
targets for each of the years; and, con- 
tain “pay for performance” ministerial 
salary penalties for the premier and 
cabinet ministers if interim deficit tar- 


It’s evident that the taxpayer protec- 
tion movement is not exclusive to the 
United States. The increasing number 
of statutes produced by Canada’s prov- 
inces over the past several years indi- 
cates a growing desire for legislation 


designed to protect taxpayers from gov- 
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ernments with a penchant for increased 
spending, taxation, and debt financing. 
While the effectiveness of the TPLs dif- 
fer dramatically from province to prov- 
ince, the mere presence of these statutes 
provides an historical antecedent from 
which to view future proposals. 


T5K 2L9 Fax: 403-482-1744 


The Compas Poll... 

While the Canadian Taxpay- 
ers Federation and numerous 
state and provincial legislatures 
may look favourably upon the 
idea of taxpayer protection 
legislation (TPL), what do 
Canadians think? Do they 
see a need to control taxes, 
spending and debt? Do they 
want to vote on any signifi- 
cant changes in fiscal policy? 

These and other questions 
were answered in a public 
opinion poll administered by 
Compas Inc. for the Financial 
Post. Conducted in Decem- 
ber, 1994, the poll revealed: 


Support for limits... 

There is “massive belief 
in the importance of controls 
over taxes, spending and 
debt.” Eighty-six percent of 
respondents said that it is ““ex- 
tremely” or “very” important for 
Canada to control its debt, 86% 
said the same thing about spend- 
ing and 77% considered it impor- 
tant to control taxes. 


Income not a factor... 

Of those who said that spend- 
ing, tax and debt controls were 
extremely or very important, 


gets are not met. 


level of income was not a factor. 

For example, 76% of respon- 
dents in households with in- 
comes of less than $30,000 a year 
felt controls on taxes were ex- 
tremely or very important com- 


Extremely Very 


pared to 78% with incomes of 
over $60,000. Eighty-five per- 
cent of those earning less than 
$30,000 in household income 
thought debt controls were ex- 
tremely or very important in con- 
trast to 81% of those in the over 
$70,000 group. 


Direct voter control... 


Respondents were asked, 


Somewhat 


“Looking outside Canada, in 
Switzerland governments are al- 
lowed to increase taxes only with 
the approval of voters in a special 
vote. Is it extremely important, 
or not at all important for Cana- 


5%3t% HOw important is if 
ai to.control taxes, 
spending & debt? 
Financial Post/Compas Poll 


()Taxes Mi Debt 
E§ Spending 


3% 2% 2% 


1% 1% 1% 


Not really Not at all 


dian voters to have the same kind 
of control?” A full 70% an- 
swered that it was extremely im- 
portant or very important to have 
control over spending and 64% 
had the same response with re- 
spect to taxes. 


What kind of controls... 


Respondents were asked to 
choose the type of controls over 


The late Howard Jarvis is considered the father of the current taxpayer protection movement In 
North America. His efforts in California resulted In the passing of Proposition 13 which limits the 


government's ability to Increase property taxes. 


What Canadians think about taxpayer protection legislation 


tax and spending increases they 
would favour. The options were: 
“requiring a 50% majority of 
elected representatives in Parlia- 
ment as it is done today... a 66% 
majority of elected repre- 
sentatives...a 50% majority of 
voters in a special vote...[or] a 
66% majority of voters in a spe- 
cial vote.” 

A clear majority preferred 
referendum-style controls. The 
largest single group, accounting 
for 36-38% of the public, wants 
tax and spending increases to re- 
quire a 66% vote in a direct ballot 
of voters. 


CTF membership survey... 


In 1995, the CTF conducted 
a survey of its own members on 
the subject of TPLs. Not surpris- 
ingly, 98% of those members re- 
sponding supported “statutory 
and/or constitutional restrictions 
on government’s ability to tax, 
borrow, and spend.” 

Somewhat ironically (consid- 
ering the proliferation of legis- 
lated limits in the provinces), a 
large majority of CTF members 
said that it is the federal govern- 
ment which most requires legis- 
lated limits. When asked, “To 
which level of government 


should legislated limits/voter ap- 
proval be the highest priority?”, 
87% replied “federal”, 5% re- 
plied that provincial govern- 
ments should be the top priority 
and only 3% answered “munici- 
pal”. 

One of the most significant 
questions involved with TPLs is 
the form it should take; whether 
statutory or constitutional. A full 
90% of those CTF members in 
agreement with fiscal limits be- 
lieve that TPLs should be en- 
trenched in the Constitution, 
only 6% disagreed. 


Where opinions do differ 
somewhat, is in the type of en- 
forcement mechanism that mem- 
bers support for a legislated limit 
law. Thirty percent of CTF 
members would like to see a fi- 
nancial penalty for elected offi- 
cials who break the law. An 
automatic election call in the 
event of violation of the legisla- 
tion was supported by 22% of 
respondents and only 5% would 
support a law that allows taxpay- 
ers to proceed with legal action 
against the government for dam- 
ages. Forty-one percent, how- 
ever, supported using all three of 
these mechanisms to prevent 
violation of a TPL. 
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Resolved that 


WHEREAS section 44 of the “Constitution Act, 1982" provides that 
an amendment may be made to the Constitution of Canada in relation 
to the executive government of Canada or the Senate and House of 
Commons and that such an amendment may be made exclusively by 
Parliament; 

AND WHEREAS the Government of Canada has, under current 
institutional circumstances, proved incapable of honouring its commit- 
ment to the peace, order and good government of the nation due to 
excessive spending, inordinate taxation and perpetual deficit financing; 

AND WHEREAS the people of Canada desire protection from the 
arbitrary appropriation of the wealth which they have created and con- 
tinue to create; 

AND WHEREAS the people of Canada desire a means whereby they 
would exercise direct control over the financial affairs of their nation; 

NOW THEREFORE, Her Majesty, by and with the advice and consent 
of the Senate and House of Commons enacts as follows: 


Part J - Amendment to the Constitution 
Art, 1867 


1. The ‘Constitution Act, 1867" is amended by adding thereto, 
immediately after section 57 thereof, the following sections: 57A. 


Balanced budget requirement 


(1) Subject to subsection (7)(c), for the fiscal year commencing on 
April 1, 1999 and ending on March 31, 2000 andin all subsequent fiscal 
years, the total revenues of the Government of Canada must be equal 
to ot greater than the total expenditures of the Government of Canada. 


Calculation of revenues 


(2) For the purposes of this section revenues shall be considered to 
include, but not be limited to: 

(a) all direct revenues of the Government of Canada raised by any 
and all of its departments, agencies and corporations or any other entity, 
whether owned in whole or in part; 

(b) all indirect revenues of the Government of Canada raised by any 
and all of its departments, agencies and corporations or any other entity, 
whether owned in whole or in part including 

(i) excise taxes; 
(ii) value added taxes; 
(iii) import duties; 
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(iv) licensing fees; 
(v) user fees; 
(vi) fines; and, 
(vii) penalties. 


Calculation of expenditures 


(3) For the purposes of this section expenditures shall be considered 
to include, but not be limited to: 

(a) all direct expenditures of the Government of Canada made 
through any and all of its departments, agencies and corporations or any 
other entity, whether owned in whole or in part; 

(b) all indirect expenditures of the Government of Canada made 
through any and all of its departments, agencies and corporations or any 
other entity, whether owned in whole or in part including: 

(i) all loans, whether guaranteed or forgiven, payable to any recipi- 

ent; 


“| am deeply concerned that Parliament - and Indeed the govern- 
ment - has lost, or Is close to losing, effective control of the public 
purse.” - J. J. Macdonnell, Auditor General of Canada, 1976 


(ii) all conditional or unconditional commitments to pay, to 
loan, to purchase or rent some good or service from any 
recipient, irrespective of the status of the recipient as a 
person, a group of persons, a corporation, a provincial, 
territorial or municipal government or any other form of 
recipient; 

(iii) all lost revenue incurred through the sale of assets wholly 
or partly owned by the Government of Canada at prices 
below their cost or market value, according to the accounting 
policy in force at the time of sale respecting that asset or 
assets; 

(iv) all contributions, gifts, grants and transfers not accounted 
for under section (3)(a); and 

(v) all current or future deductions, deferrals, credits and 
income exclusions which reduce the amount of tax paid by 
individuals and companies provided through the tax system 
established by the Government of Canada. 


Limits on expenditures 


(4) (a) The maximum annual percentage change in the total 
expenditures of the Government of Canada for any fiscal year 
subsequent to the fiscal year commencing on April 1, 1999 and 
ending March 31, 2000 shall not exceed the rate of inflation as 
determined by the gross domestic product deflator for that same 
fiscal year plus the percentage change in the population of 
Canada as determined by annual federal census estimates for 
that same fiscal year. 

(b) Subsection (4)(a) does not apply to changes in expendi- 
tures permitted under subsection (7)(c). 


Unilateral transfer of expenditures 


(5)(a) The Government of Canada shall be found to be in 
contravention of this section if in any fiscal year it unilaterally 
reduces its portion of the costs of any existing activity, program 
or service required of provinces, municipalities, or any other level 
of government without a proportional subvention of funds to 
reimburse such governments for the costs of those activities, 
programs or services. 

(b) The Government of Canada shall be found to be in 
contravention of this section if in any fiscal year it mandates any 
new activity, program, service or level of service which imposes 
additional costs on any province, municipality or any other level 
of government without a full subvention of funds to reimburse 


Taxpayer Protection Amendment: Explanatory notes 
economic fluctuations should be used as an excuse for 


resulting in a de facto tax increase for the average tax- 
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Taxpayers Federation seeks to force the federal gov- 
ernment to balance its budget on a year-to-year basis, 
set annual limits on total spending, and finally, require 
the federal government to conduct a referendum on tax 
increases or the introduction of new taxes. 


While most sections of the Constitution can only be 
amended with the approval of the Senate and the House 
of Commons and two-thirds of the provinces repre- 
senting at least 50% of the population, Parliament may 
amend the Constitution unilaterally as long as the 
amendment relates strictly to the “executive government 
of Canada” (Section 44). 

In this respect, a constitutional anendment should 
be no more difficult to pass than a statute. The U.S. 
experience shows that constitutional provisions are the 
most effective way of instituting such protection. 

The five year growth rate of per capita state spend- 
ing in constitutional-balanced budget states fell 4.8% 
after enactment, versus only a 2.3% fall in states where 
statutory acts were enacted. 


The federal government must balance its budget 
every year after 1999-2000. Though this could be ex- 
tended, a three year deficit elimination program is well 
within reach. 

This text has been principally adopted from Manito- 
ba’'s Balanced Budget, Debt Repayment and Taxpayer 
Protection Act (Bill 2). However, in the Federation's 
draft, the word “deficit” includes total spending, as com- 
pared to Manitoba's version which only includes current 
and capital spending. 

The Federation's proposal also differs in that it does 
not allow the government to incur a deficit. Manitoba’s 
legislation allows deficits to occur if revenues drop 5% 
or more on a year-to-year basis. 

The argument for this “5% escape hatch” is that 
business cycle fluctuations will result in lower revenues 
and higher outlays (ie. Ul, welfare, etc.) on a regular 
basis. The 5% solution would, theoretically, ensure that 
Canadians do not suffer a loss in transfer payments or 
a decline in government services due to a revenue 
reduction caused by a recession. 

Nevertheless, some don't accept the premise that 


failing to balance the budget. In fact, this is the very 
basis of Keynesian theory; save the money in the good 
times and spend it whenit's really needed. The problem 
is that politicians will invariably spend surpluses leaving 
deficit financing as the only option in a downturn. 
Other alternatives include allowing budgets to be 
balanced over a tiiee, four or five year cycle. This 
method has been used in Saskatchewan and New 
Brunswick and a number of U.S. states. The Federation 
prefers to make the government do what the average 
taxpayer has to do and balance the books every year. 


Calculation of revenues 


Both direct and indirect revenues are included to 
give the broadest definition possible. 


Calculation of expenditures 


Indirect expenditures include loans, contingent li- 
abilities, losses on sales of assets, efc., which govern- 
ments can use fo circumvent spending limits. They can 
also raise taxes overall by increasing tax expenditures 
for certain industries or segments of the population 


payer. 


Limits on expenditures 


This subsection limits the amount of money govern- 
ment can spend in a given year. The wording has been 
adopted from the Colorado State Constitution known as the 
“Taxpayers’ Bill of Rights.” It follows the CATO Institute 
checklist for the ideal tax and expenditure limit legislation 
in that, “total expenditures” would be capped. The Colo- 
rado precedent also conforms to the Institute's analysis of 
the most effective formula for controlling spending; limiting 
increases to inflation plus population growth. 

The Federation used the GDP deflator to measure 
inflation because it's more comprehensive and less volatile 
than the Consumer Price Index. 

Subsection (4)(b) would allow the formula for expendi- 
ture limits to be overridden in the case of war or natural 
disaster as per subsection (7)(c). 


Unilateral transfer of expenditures 


This subsection prevents the federal government from : 
Continued on next page 
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such governments for the additional costs of those activities, programs 
or services. 


Accounting policies 


(6)(a) Subject to subsections (2) and (3), expenditures and revenues 
of a fiscal year shall be determined in accordance with the accounting 
policies that are observed for the fiscal year commencing on April 1, 1999 
and ending on March 31, 2000. 

(b) If, as determined by the Auditor General of Canada subsequent 
to the fiscal year commencing on April 1, 1999 and ending on March 31, 
2000, as a result of a change in accounting policies of the Government 
of Canada expenditures or revenues increase or decrease, the govern- 
ment shall not be considered to be in compliance with this section unless 
a restatement of the expenditures or revenues for that fiscal year, 
excluding the effect of the change in accounting policies, would show 
expenditure and revenues in compliance with this section. 

(c) The audited financial statements of the Government of Canada 
shall be completed and made public within three months after the end of 
that fiscal year. 
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Debt Clock 


Debt as of Jan. 31, 1996 Fi sito Hs 
t Department of Finance Eronomic Reference Tables, August 


The federation’s proposed Taxpayer Protection Amendment 


Emergency Reserves Account 


(7) (a) Upon the coming into force of this section, the Government of 
Canada shall establish an account known as the Emergency Reserves 
Account. 

(b) In each fiscal year subsequent to the coming into force of this 
section the Government of Canada shall allocate one percent or more 
of its fiscal year spending excluding bonded debt service to the Emer- 
gency Reserves Account. 

(c) The Government of Canada, for the purposes of compliance with 
subsection (1) and notwithstanding subsection (4)(a) and any other Acts 
or regulations of the Government of Canada, may transfer no more than 
ten percent of the accumulated total ofthe Emergency Reserves Account 
to the Consolidated Revenue Fund in any fiscal year as a result of one 
or more of the following: 

(i) a declaration by the Governor in Council of a public welfare 
emergency that is caused by a real or imminent fire, flood, drought, 
storm, earthquake or other natural phenomenon, disease in human 
beings, animals or plants or accident or pollution and that results or 
may result in a danger to life or property, social disruption or a 
breakdown in the flow of essential goods, services or resources, so 
serious as to be a national emergency; 

(ii) a declaration by the Governor in Council of war or other armed 
conflict, real or imminent, involving Canada or any of its allies that is 
so serious to be a national emergency. 

(d) The Government of Canada shall not transfer funds from the 
Emergency Reserves Account for any purpose other than those speci- 
fied under subsection (7)(c). 

(e) Any transfer of funds provided for under subsection (7)(c) shall 
require a three-quarters vote of the House of Commons and a three- 
quarters vote of the Senate. 

(f) If, in any fiscal year the sum total of the Emergency Reserves 
Account exceeds twenty-five percent of annual spending excluding 
bonded debt service for that same fiscal year, the Government of Canada 
shall cease dispositions to the Emergency Reserves Account. 

(g) Notwithstanding subsection (7)(c) if, in any fiscal year the sum 
total of the Emergency Reserves Account falls below twenty-five percent 
of annual spending excluding bonded debt service for that same fiscal 
year, the Government of Canada shall resume dispositions to the Emer- 
gency Reserves Account. 


Disposition of surplus 


(8) (a) If, in any fiscal year the total revenues of the Government of 
Canada are greater than the total expenditures of the Government of 
Canada, the difference shall be transferred to the Emergency Reserves 
Account established under subsection (7)(a). 

(b) Subject to subsections (8)(a), (7)(f) and (7)(g), if, in any fiscal year 
the total revenues of the Government of Canada are greater than the 
total expenditures of the Government of Canada, the difference shall be 
transferred to the Debt Servicing and Reduction Account. 

(c) Subject to subsections (8)(a), (8)(b), (7)(f) and (7)(g), ifin any fiscal 
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year the total revenues of the Government of Canada are greater 
than the total expenditures of the Government of Canada and no 
net public debt exists, the difference shall be allocated to a 
proportional reduction in the following fiscal year's tax liabilities. 


(9)(a) Subject to subsection (7)(c), if, in respect of a fiscal year 
ending after March 31, 2000, the audited financial statements of 
the Government of Canada show that total expenditures exceed 
total revenues in a manner not authorized by this section, the 
amount payable for that fiscal year to each Member of Parliament 
and Senator who voted in favour of any Act to implement any 
provision of that year’s budget, including but not limited to, all 
members’ allowances, all ministerial allowances, all caucus offi- 
cers’ allowances and all tax-free allowances, shall be reduced by 
a percentage that is the same percentage by which expenditures 


exceeded revenues for that same fiscal year, multiplied by ten. 
Continued on next page 
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Act 1994, 
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off-loading its expenditures onto provincial or municipal 
governments without an equivalent transfer of federal 
revenues to affected provinces. The wording is adapted 
from the California and Missouri State Constitutions. 

Some provinces may meet the challenge of reduced 
transfer payments by cutting spending or running up 
more debt. ff the latter were fo happen all that would 
result would be a net transfer of debt from one level of 
government to another. This subsection should prevent 
a unilateral transfer from taking place. 


This subsection prevents changes in accounting 
policy which could be used to hide or reduce deficits, 
re-categorize past expenditures, increase taxes, etc. 

Our draft legislation would freeze accounting rules 
to those being used in 1999-2000. New Zealand, in its 
Fiscal Responsibility Act 1994, uses Generally Accepted 
Accounting Practices (GAAP). GAAPs are too subjective 
for the purposes of our amendment. 

Our provisions would force the government to re- 
write its balance sheet if the Auditor General found the 
accounting methods were flawed. Further, the audited 
statements would have to be made public within three 
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months of the end of the fiscal year to prevent putting 
off the announcement of a deficit. 


Emergency Reserves Account 


The government would open an Emergency Re- 
serves Account. Each year 1% of total spending minus 
debt servicing charges would be deposited into this fund 
to a maximum of 25% of program spending in the year 
in which this total was achieved. Deposits would start up 
again if the total fell below the 25% level. Under this 
scenario, $27 billion would be the maximum amount this 
account could contain in fiscal year 1996-97. 

This differs from other proposals that allow reserve 
funds to be used in case of a deficit or if revenues drop 
below a predetermined level, as.is the case in Manitoba. 
In our draft, such funds can only be used in case of war 
or natural disaster, and only after a vote of approval by 
three-quarters of the House of Commons and the Sen- 
ate. 


Disposition of surplus 


What happens in the event of a surplus? In Alberta, 
“the Provincial Treasurer must apply the difference to 
reduce Crown debt.” In Manitoba, surpluses go to the 


Fiscal Stabilization Fund (the province's rainy day fund), 
and then, after a target level of 5% of expenditure has 
been reached, they are transferred to the Debt Retire- 
ment Fund. 

Our proposal takes it one step further. Initially, sur- 
pluses are transferred to the Emergency Reserves Ac- 
count. After attaining the 25% ceiling, surpluses would 
go to paying down the debt by way of the Debt Servicing 
and Reduction Account. 

The final depository of surpluses would be the Ca- 
nadian taxpayer. If the Emergency Reserves Account 
is full and no netdebt exists, surpluses would be returned 
to taxpayers in the form of tax reductions. 


Our draft amendment penalizes all Members of 
Parliament and Senators who vote for any bill that 
violates the section's balanced budget or spending limit 
provisions. Senators are included since they have the 
power to delay and kill bills which would override sec- 
tions of this amendment. 

These MPs\Senators would have their total salaries 
reduced (including the tax-free portion and other “spe- 
cial” remunerations) equivalent to a percentage propor- 


tional to ten times the deficit they created. This would also 
apply if they exceed the spending limit for that year. If the 
government spends 1.5% more than it was entitled to; 
salaries would be cut by 15%. If the government also 
incurred a deficit equal to 1% of spending, there would be 
a further pay cut of 10%. The independence of the penalties 
is important because it is possible for the government to run 
a deficit without violating expenditure limits because of 
lower than expected revenues, and to violate spending 
limits without incurring a deficit due to higher than expected 
revenues. 

The pay reductions would first be put toward the Emer- 
gency Reserves Account, second toward the debt and 


finally, if no debt exists, simply deposited in the Consol- ; 


dated Revenue Fund. The funds would be docked from 
MPs’ and Senators’ pay over the remaining nine months of 
the fiscal year after which they overspent and/or ran a 
deficit. 

Asan alternative, the Manitoba law reduces salaries by 


20% in case of a deficit in the first year, and 40% for doing | 
it again. Though Manitoba's formula is less complicated, : 
the Taxpayer Protection Amendment is a more accurate : 


performance indicator 


cms me 


me 


ee me ee nee ee cl et a ee eb ab eee eee rien Met bent ee ee eee ee ee ce cae be es et lane de te bade cel ela et le ise abel Tee mee ee rm cee ce hem eee fee eee ee eaten ew tee rats Aner beh met em pe nike wet pete eee ae Lees eae ieee ee nae ans cent me die eats i ite ah enna fi sabe ne A Ger we eee Net gee Nd HmY ome iy seen mene tees ame 


Vol 8 no 1/96 THE TAXPAYER 13 


oe 


r 


(b) Subject to subsection (7)(c), if, in respect of a fiscal year ending 
after March 31, 2000, the audited financial statements of the Government 
of Canada show that the maximum annual percentage change in expen- 
ditures has been exceeded pursuant to subsection (4)(a), the amount 
payable for that fiscal year to each Member of Parliament and Senator 
who voted in favour of any Act to implement any provision of that year’s 
budget, including but not limited to, all members’ allowances, all minis- 
terial allowances, all caucus officers’ allowances and all tax-free allow- 
ances, shall be reduced by a percentage that is the same percentage by 
which expenditures exceeded the allowable limit prescribed by subsec- 
tion (4)(a) for that same fiscal year, multiplied by ten. 

(c) Any amounts deducted pursuant to subsections (9)(a) and (9)(b) 
shall be forfeited to the Emergency Reserves Accountestablished under 
subsection (7)(a), or pursuant to subsection (7)(f), shall be remitted to 
the Debt Servicing and Reduction Account, or if no net public debt exists, 
shall be transferred to the Consolidated Revenue Fund. 

(d) The reduction required by subsections (9)(a) and (9)(b) shall be 
prorated over the months that remain in the fiscal year after the publica- 
tion of the audited financial statements of the Government of Canada. 
(e) A reduction in the amount payable to Members of Parliament or 
Senators under this subsection applies on a prorated basis to any new 
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Under the Federation's proposed amendment, the federal government 
will not be able to milk taxpayers at will. New taxes or tax increases 
will have to be approved by Canadians In a national referendum. 


Lhe federations proposed Laxpayer Protection Amendment 


member elected during the period of the reduction. 


Referendum required 


(10)(a) The government of Canada shall not present to Parliament 
any bill or motion to introduce any new tax, fee or charge or increase 
the rate of any existing tax, fee or charge or eliminate or reduce any tax 
expenditure imposed by any Act or part of an Act of Parliament unless 
the government first puts the question of the advisability of proceeding 
with such a bill or motion to the voters of Canada in a referendum, and 
the majority of the persons who vote in the referendum authorize the 
government to proceed with the changes. 

(b) Subsection (10)(a) shall not apply to a bill to increase the rate of 
tax or to impose a new tax if, in the opinion of a Special Joint Committee 
of the Senate and House of Commons, the proposed changeis designed 
to restructure the tax burden and does not result in an increase in 
revenue. 

(c) Any Special Joint Committee of the Senate and House of Com- 
mons referred to in subsection (10)(b) shall consist of an equal number 
of government members and members of the official opposition in the 
House of Commons. 


Conduct of referendum 


(11) (a) Subject to this section, the Referendum Act, as adapted 
pursuant to subsection (11)(b), applies in respect of a referendum, and 
for the purposes of that application, the issue of writs of referendum shall 
be deemed to be the issue of writs for a general election. 

(b) Subject to this section, the Chief Electoral Officer may, by 
regulation, adapt the Referendum Actin such a manner as the Chief 
Electoral Officer considers necessary for the purposes of applying this 
section in respect of a referendum. 

(c) The Chief Electoral Officer may make regulations 

(i) respecting the conduct of a referendum; and 

(ii) generally for the carrying out of the purposes and provisions of 

this section. 

(d) A copy of each regulation that the Chief Electoral Officer proposes 
to make under this subsection shall be deposited: with the Clerk of the 
Senate and the Clerk of the House of Commons at least seven days 
before the day on which the regulation is proposed to be made. 

(e) Aregulation deposited with the Clerk of the Senate stands referred 
to such committee of the Senate, if any, as is designated or established, 
prior to the deposit, to review the regulation and a regulation deposited 
with the Clerk of the House of Commons stands referred to such 
committee of the House of Commons as may be designated or estab- 
lished to review the regulation, and the committees may make such 
recommendations to the Chief Electoral Officer with respect to the 
regulation as they consider appropriate. 

(f) Notwithstanding subsections (11)(b) and (11)(c), the question to 
be put to voters under subsection (10)(a) shall read: “SHALL TAXES BE 
INCREASED (first, or if phased in, final, full fiscal year dollar increase) 
ANNUALLY?” 


so me 


Section self-executing 


(12) All provisions under this section are self-executing and 
severable and supersede conflicting constitutional, statutory, 
charter, or other provincial or municipal provisions. 


Procedure for amendment 


(13) (a) Upon the coming into force of this section, notwith- 
standing sections 38 to 49 of the Constitution Act 1982, no 
amendment to this section shall be proclaimed until the Govern- 
ment of Canada first puts the question of the advisability of 
proceeding with such an amendment to the voters of Canada in 
a referendum, and the majority of the persons who vote in the 
referendum authorize the government to proceed with the 
amendment. 


Part JJ- Short Title and Citation 


Short title and citation 


2. Part | of this Act may be cited as the Constitution Act, 1996 
(Taxpayer Protection Amendment) and a reference to the Con- 
stitution Acts 1867 to 1992shall be deemed to includea reference 
tothe Constitution Act, 1996 (Taxpayer Protection Amendment). 
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Mitch Gray Is the Director of Research for the Canadian Taxpay- 
ers Federation and author of the CTF’s Taxpayer Protection 
Amendment. 
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As an alternative, the Manitoba law reduces salaries by 
20% in case of a deficit in the first year, and 40% for 
doing it again. Though Manitoba's formula is less com- 
plicated, the Taxpayer Protection Amendmentis a more 
accurate performance indicator. 


Referendum required 


In order for a Bill authorizing a new tax or tax 
increase to be presented to Parliament, it must be put 
to a national referendum which must pass with the 
support of at least 51% of those who voted. The 
government would also be prohibited from raising fees 
or charges. 

Inthe event that a new tax or a taxincreaseis merely 
an administrative matter, and doesn't increase reve- 
nues, the government would be permitted to proceed 
without a referendum. However, a “Special Joint Com- 
mittee of the Senate and the House of Commons’ would 
rule on the matter. To prevent the stacking of commit- 
tees, the Special Joint Committee would consist of an 
equal number of government members and MPs from 
the official opposition. The Federation is weary of allow- 
ing the government any possible loophole which could 
be used fo pass a tax increase or implement a new tax. 


Still, there must be room to alter the existing tax structure — 


(ie. GST reform or a flat tax). Allowing a joint committee 
to pass judgment.on the revenue increasing potential of 
an altered tax system is, at present, the best solution. 


The rules for a referendum will be governed by the 
impartial Chief Electoral Officer (CEO) as per the Ref- 
erendum Act. The one exception to this handing of 
authority to the CEO and the parliamentarians of the day 
is to implicitly state the wording of the referendum 
question. Here, we have appropriated the wording used 
in Colorado; which is fairly simple and straightforward. 
The rationale for including the wording is an outgrowth 
of the events which transpired during the Charlottetown 
Accord debate when the Conservative government at- 
tempted to frame the question in their favour. 

Any regulations made by the CEO would have to be 
deposited with the House and Senate, and, if necessary, 
reviewed by their committees. This would have to be 
done at least seven days before the regulations come 
into effect, which should be enough time for anyone 
who objects to muster a campaign againstit. 


Section self-executing 


“Self-executing”.means that the amendment.gives.. - 


its own instructions, and that the courts (not the Gover- 
nor-in-Council} will interpret its contents. “Severable” 
means that each part of the amendment can stand 
alone, independent of the whole or other parts. A 
severable statute is one that can still be valid even if one 
part of it is struck down as invalid by a court. That 
means, for example, that ifthe TPA’s spending cap was 
no longer valid, the referendum portion would still stand. 
Our draft further states that this amendment would be 
paramount in the case of conflict with other laws. 


Procedure for amendment 


In essence, the TPA can't be amended without the 
approval of Canadians by a referendum. This subsec- 
tion usurps the power of the federal and provincial 
governments to amend the Constitution as they would 
any other section. Though this provision may be open 
toa court challenge, we believe that any Prime Minister 
or premier would face considerable outrage from their 
electorates if they were to challenge the right of the 
people to amend their own Constitution. 

It has been suggested that changes could be al- 
lowed in the same way the amendment was introduced 
under Section 44. This alternative, however, would 
make the TPA susceptible to arbitrary changes by the 


The CTF'’s Taxpayer Protection Amendment: Explanatory notes continued 


federal government. 


Part Il - Short title and citation 


Part Il simply gives the amendment a catch-phrase 
short title (we've decided to call it the “Taxpayer Protection 
Amendment’) and states that the amendmentis part of the 
entire written constitution. 


We have, for the most part, followed the CATO 
Institute guidelines for the ‘ideal TEL” and incorporated a 
number of our own ideas and those already proposed in 
the Canadian context. 

There are two additional points that need to be consid- 
ered. First, we have not dealt with the problem of budget 
forecasts. Some mechanism to ensure reasonable budget 
forecasts might help ensure that the provisions of this 
amendment are met. Such a mechanism need not neces- 
sarily be constitutionalized. 

Second, some states allow those who have suffered 
losses, due to the over-riding balanced budget amend- 
ments, to claim compensation. We have left this out, since 
such a provision is alien to Canadian practice and culture, 
and could be detrimental to the public perception of the 


_ amendment in the case of numerous spurious suits. . . . 
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by Troy Lanigan 

The Auditor General’s re- 
view of British Columbia’s 
welfare system is staggering: 
374,000, or one in ten British 
Columbians now collect wel- 
fare — up 73% from just five 
years ago. Those aged 19 to 29 
account for 36% of all recipi- 
ents. Over the past five years 
the fastest growing group of re- 
cipients are single men — up 
96%! 

In 1990, taxpayers forked 
over $888-million for welfare. 
By 1995 the bill had ballooned 
to $1,803-million — an in- 
crease of 103%. The Auditor at- 
tributes three-quarters of the 
increase to growth in the 
number of cases with the re- 
mainder attributed to higher 
benefit rates, more “hardship”, 
“supplementary”, and “crisis” 
assistance, and the fact that re- 
cipients are staying on welfare 
longer. 

“Hardship” expenditures 
have tripled over the past five 
years, from $57-million in 
1990 to $167-million in 1995. 
“Hardship” is very short-term 
relief for those who are not eli- 
gible to receive regular welfare 
benefits. For example, $52- 
million of the $167-million 
spent on “hardship” last year 
went to individuals who 
couldn’t get by until their first 
UIC cheque arrived — only 
$16-million was recovered. 

Also up three-fold over the 
past five years is “supplemen- 
tary and crisis benefits” which 
covers items such as utility 
bills ($3-million); furniture 
and home repair ($5-million); 
and “lost” cheques ($1 1-mil- 
lion). 

By far the biggest item in 
this category is security depos- 
its for rental accommodation 
which cost taxpayers $25-mil- 
lion — of this total $6-million 
was deemed recoverable of 
which the Ministry only man- 
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aged to collect $2-million. 

The Auditor pinpoints unre- 
ported income as the main cul- 
prit in more than half of 
reported cases involving fraud, 
followed by misrepresentations 
of common-law and dependent 
situations; assistance under sev- 


5 ie 


eral names or jurisdictions; 
false identifications; and 
claims of “lost” cheques. Of 
14,700 referrals ministry inves- 
tigators received last year, 
7,200 were deemed legitimate 
yet a mere 134 cases were 
brought before the courts. 


Age groups of primary welfare applicants and their spouses 
March 1995 


The Auditor provides sev- 
eral specific recommendations 
to tighten up eligibility, verifi- 
cation and follow-up proce- 
dures. Indeed, the Ministry 
announced measures in Novem- 
ber to curb costs — it’s not the 
first time. 


|Source: Auditor General of B.C. _ 
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WAS aide 


the welfare system must go far 
deeper than rearranging the 
pecking order and some of the 
office furniture over at social 
services. It’s time for a funda- 
mental re-thinking about our 
welfare system. First, a reas- 
sessment of who qualifies for 
benefits would help to break 
dependence, reduce the rolls 
and lower costs — a starting 
point should be the 92,000 sin- 
gle men collecting welfare in 
B.C. who can hardly be de- 
scribed as “in need." Second, 
attach real penalties to fraud. 
Third, use technology to im- 
prove identification of recipi- 
ents including the possibility of 
“smart cards." Fourth, im- 
prove cross-referencing with 
other provincial governments 
and prohibit duplication of 
services. Fifth, provide greater 
incentives to government agen- 
cies. Give welfare case work- 
ers, for example, more 
flexibility in making decisions 
and more responsibility for 
their outcome. Pay bonuses to 
employees when their clients . 
find meaningful employment 
and dock their pay when fraud 
goes unchecked. Sixth, trans- 
form welfare from a passive to 
an active system whereby all 
employable recipients must de- 
velop and sign a plan of action 
to become self-sufficient be- 
fore benefits are paid: welfare 
would become conditional on 
training, volunteer activity, job 
search activities, etc. Finally, 
lower taxes and reduce bu- 
reaucracy. Don’t stifle wealth, 
allow it to flourish and so too 
will opportunities for the poor 
and our young. 


Troy Lanigan is the Executive Director of 
the B.C. branch of the Canadian Taxpay- 
ers Federation. He Is based in Victoria. 
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Length of stay on welfare programs 
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Other Findings of B.C.’s Auditor General: 


*Each British Columbian’s share of the provincial 


debt increased from $5,137 to $7,227 between 
1991 and 1995. 

*Debt servicing costs rose from $2.2 billion 
in 1994 to $2.5 billion in 1995. 

Taxation revenue has increased signifi- 
cantly from $8.7 billion in 1991 to $12.1 bil- 
lion in 1995. 

*The average taxation revenue generated by den 
each resident of British Columbia (per capita 
taxation revenue) has increased from $2,593 in 0 
1991 to $3,222 in 1995. by 29 fo. 

Health costs have increased ce 
from $5.0 billion in 1991 to ranma sa 
$6.7 billion in 1995, an in- 
crease of 32% over the past five 
years. In the 1994/95 fiscal 
year, the increase was 5% over 
the previous year. 

The cost to the province of 
educating our students has in- 
creased from $4.1 billion in 
1991 to $5.3 billion in 1995, an 
increase of 29% over the past 
five years. In the 1994/95 fis- 
cal year, the increase was 7% 
over the previous year. 

* Social service costs in- 
creased from $1.6 billion in 
1991 to $2.8 billion in 1995, an 
increase of 70% over the past 
five years. In the 1994/95 fis- 
cal year, the increase was 5% 
over the previous year. 

*During the last five years, 
the accumulated deficit (direct 
debt) increased by 99% from $5.1 bil- 
lion to $10.1 billion, and the net liabili- 
ties of government increased by 94% 
from $7.9 billion in 1991 to $15.3 billion 
in 1995. 

Total funds borrowed by the province 
increased from $17.3 billion in 1991 to 
$27.1 billion in 1995, an increase of 57%. 


From 19S 
1995, the 


alt 


During the last five 
rs, 

ee oad deficit 

has increased DY 

99% from $5.1 

billiow t0.$10.1 

billion 


B.C. TAX TIDBITS 


Talk about missing the train... 


In 1981, BC Transit purchased five locomotives in 
Quebec for a Vancouver-Mission commuter rail pro- 
ject. While government navel-gazed about the com- 
muter rail project, the locomotives sat in an Ontario 
railyard at a cost of $15-20,000 per year for storage 
and insurance. Vandals damaged several of the units, 
and the engines, which were not covered or winter- 
ized, rapidly deteriorated. Last year BC Transit de- 
cided the engines would not be suitable for the West 
Coast Express, the new commuter rail service that be- 
gan operations in November. 

So, how much did these locomotives cost taxpay- 
ers? Adding up the tab: $374,500 in 1981 to purchase 
the locomotives (that’s $662,243 in 1995 dollars); 
$316,000 to purchase electric generators for the pas- 
senger cars; $1.3 million spent between 1981 and 
1984 to update the engines; $26,000 for insurance 
fees; $210,000 spent on storage; and $273,500 for in- 
terest payments on the money the government bor- 
rowed so that it could transform five pieces of 
specialized industrial equipment into piles of rusting 
metal. In total, it cost taxpayers $2.5 million. Last 
year, the government sold the locomotives for $65,000 
— little better than scrap value. 


Newt of the North? 


“I am a fiscal conservative [...] there is no question 
we have to cut the size of government |...] we may lit- 
erally have to take a meat cleaver to the management 

layers in bureaucracy” 


This quote is from: 

A. Rush Limbaugh's book The Way Things Ought To Be? 
B. The U.S. Republican presidential candidates’ debate? 
C. Ontario Premier Mike Harris? 
D. B.C. Employment and Investment Minister Glen Clark? 

The correct answer, believe it or not, is the Hon. 
Glen Clark an early favourite to succeed Mike Har- 
court as British Columbia’s next premier. Unfortu- 
nately, considering Mr. Clark’s record in government, 
there is little to suggest that he is fiscally responsible, 
let alone fiscally conservative. 

As the Finance Minister (1992-1993) Mr. Clark 
chose to fight the provincial deficit on the backs of tax- 
payers with $1.5 billion in tax increases over two 
budgets. These tax increases have taken $7.6 billion 
out of the British Columbia economy over the last four 
years and the average family of four now spends 
$2,516 more in provincial taxes than they did in 1991. 
This rise in the tax burden was matched only by an $8- 
billion increase in the province’s debt. These deferred 
taxes are largely attributable to capital and infrastruc- 
ture borrowing under the stewardship of Mr. Clark’s 
Employment and Investment Ministry. 

If Mr. Clark were a fiscal conservative, he’d have 
avoided tax increases and debt by focussing squarely 
on government spending. Despite claims to the con- 
trary, when population growth and inflation are taken 
into consideration, real per capita spending (adjusted 
for inflation in 1991 dollars) has increased from 
$5,423 in 1991/92 to $5,534 in 1994/95 — the highest 
level in British Columbia’s history. 


Albertans’ message to Premier Klein 


“Don't stop now, and don’t forget about the debit!” 


By James Forrest 

Let’s get this straight. The Tories 
promised to eliminate the deficit in four 
years through expenditure reductions, 
map out a debt reduction plan, and fun- 
damentally “restructure” government, re- 
defining what it does and how it operates. 
Now they're patting themselves on the 
back and talking about spending more. 
with the job not complete. 

They have “balanced” the budget in 
two years. But about half the task was 
accomplished because government cof- 
fers were jammed full with revenues far 
greater than expected due to a booming 
economy and healthy oil and agricultural 
sectors. An intelligent budget strategy 
will provide for these sudden fluctuations 
in government revenues we see in A!- 
berta’s resource dominant economy. 

Debt reduction? Yes. there's a strategy 
laid out, but itonly deals with the $7.4-bil- 
lion net debt. Alberta pays interest on 


about $21.5 billion of outstanding debt, 
which must be addressed for future Al- 
bertans’ sake. And, the assets we've ac- 
quired from our non-renewable natural 
resources should be left alone until re- 
source revenues dry up, not factored into 
the overall debt management strategy. 
(Our gross debt of $31.5 billion consists 
of $21.5 in unmatured debt, $4.6 in other 
liabilities, and $5.4 in pension liabilities. 
The net debt of $7.4 billion is calculated 
by subtracting Alberta’s financial assets 
of $18.8 billion from the gross debt, and 
then subtracting pension liabilities which 
are subject to a separate legislated repay- 
ment plan.) 

Finally, has there been a , a true “re- 
structuring” in the extent and functioning 
of government? Improved accounting 
techniques, a somewhat streamlined regu- 
latory regime and some privatization have 
been accomplished. The government has 
extracted itself and tax dollars from things 


the government should never have been 
involved in, and shifted the focus of social 
services to those truly in need. But in other 
areas, notably health care and education 
(which together consume almost half the 
budget), the government has failed to sig- 
nificantly transform the current systems. 
These are still bureaucratic monopolies, 
not efficient. responsive and consumer 
driven government agencies. Their per- 
sonnel haven’t been relied on to provide 
innovative ideas. nor have they been 
given the responsibility and incentive to 
operate cost-effectively. The government 
hasn’t rebuilt these systems - merely 
slashed their budgets. Just as more money 
doesn’t mean better services, less money 
doesn’t mean altered structures. 

And now, after the bungled, timid ap- 
proach to “restructuring” has panicked 
Albertans, the Premier hints at “reinvest- 
ment,” political jargon for increasing gov- 
ernment spending. 


The Klein Government needs to reread 
their campaign commitments. Albertans 
have invested, and continue to invest, sub- 
stantially in health and education systems, 
and in other programs. Are we getting 
value for these investments? Do we have 
dynamic, affordable and effective gov- 
ernment programs, focused only where 
taxpayers agree dollars should be spent? 
Has Premier Klein’s government “got 
government right?" Why can the doctors 
suddenly find savings in health care, when 
they are provided an incentive to do so? 
Why haven’t nurses, laundry workers and 
teachers been given the same incentive to 
innovate and save? The restructuring 
job’s not done yet. And “reinvestment” 
should mean more rapid debt reduction 
and job-creating personal income tax cuts. 
Finish it up, Ralph. 

James Forrest is the Executive Director of the 


Alberta Taxpayers Association. He is based in 
Edmonton. 


Average Albertans need protection from the incessant demands of Special Interest Groups for more tax dollars. 


A. Should the government “reinvest” by: 


SHC MONE 5 3 ees ee ces 0% 
Cutting takes 905 eee Sa tS 86% 
Belen a Se a ee i 14% 


B, Considering what you pay in taxes, are you 
getting good value from government services 


(1=poor to 10=good)? 
Average = 3.9 
C, What taxes should be reduced first (list 3 in 
order of importance)? 
#1  Personalincometax ........ 69% 
Corporate income tax ....... 21% 
Fuel tax 5 ae a. 7% 


JP 0 cme He aoe OD He ORC HD OH BOD Keo CE TOF Om HO FOO OO HOD KR GOD HOH HK HOO MOK OE OM AG 


BS 
Ses OR SOS WAL WN SL OR OA RL AOS LS AL BN SL SR 


The following are the results from the winter survey of Alberta supporters. 


PIQHOIEE EK eases ee 3% 
#2 Comoratetax ........... 27% 
‘I ees 5 Deepens oe 24% 
Personal4- 3. 2 SS 23% 
SeneG ss a os. Se 24% 
UGS ea aa ee 2% 
ee, ae ee 36% 
COIRCIANE San yf kes. ee 22% 
Sones... Ss aS 20% 
RL 5S ane oo 11% 
Hole =o aag i Se 5% 
2) ae eR re 6% 
D. Tax levels in Alberta: 
je): ea eee sr 27% 


2. Are somewhattoohigh ........ 61% 
3. Are aboutright.. 2... 2, 10% 
4. Could be raisedalitle......... 1% 
5. Could be raised a considerable 

SINQUNE = 552.5 Se ee 1% 


E. Do you agree with the government's direc- 


tion as to privatization? 
og Gig pee eee Se 98% 
| See ee eee ee 2% 
F. is the province’s debt 
itch) | | SMORISey at Pama ea Soa 81% 
Mananeare ss ee 19% 
NOOO fois ete ae 0% 


Alberta Provincial Budget 1996 survey y results 


G. In reducing the debt, the province should 
be: 


More aggressive............. 93% 

Lessaggressve.............. 7% 
H. Should the province stick to its debt reduc- 
tion plan or slow down? 

Conte. 0 HS eS 89% 

SIMEIOWN (5555 5 BS oS 11% 


health care? 
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Thumbs-up on loan guarantee legislation in Alberta 


By James Forrest 

The Alberta Taxpayers Association 
commended Premier Ralph Klein for 
stating the government will introduce a 
bill in the upcoming legislative session 
which will ban loan guarantees and direct 
government investments in business ven- 
tures. 

“After six months of pressuring the 
Klein government to pass a law prohib- 
iting politicians from risking tax dollars 
in private business ventures, we're 
pleased to see the Premier finally state he 
will introduce such legislation,” Associa- 
tion spokesman James Forrest said. 

“However, the devil’s in the details, 
and taxpayers will have to take a close 
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look at the government’s proposed legis- 
lation before knowing whether it’s a po- 
litical snow-job, or the real thing.” 

Forrest noted the Association 
launched a province-wide campaign de- 
manding the passage of an ‘Investment 
Limitation Act’ last July, in the wake of 
the province’s announcement that $410 
million had been lost on the Swan Hills 
Waste Treatment Plant. At that time the 
Premier indicated he was willing to con- 
sider such legislation, outlawing future 
provincial government loans, loan guar- 
antees and direct equity investments to, 
and in, private enterprise. 

“If we had passed this kind of legisla- 
tion ten years ago, Alberta taxpayers 
would be at least $2.3 billion richer. It’s 
about time that the Premier finally made 
good on his commitment to get the gov- 
ernment out of the business of being in 
business.” 

The Association has received several 
thousand petition signatures calling for 
the passage of such legislation, and in- 
tends to table the petition before the gov- 
ernment’s Standing Policy Committee on 
Financial Planning next month. 

Stay tuned! 


Premier Ralph Klein has promised to protect taxpayers from government loan guarantees and 
Investments In business by making it against the law. 


Taxpayers must he in charge 


By James Forrest 

They re at it again! With news that a 
second consecutive provincial budget 
surplus is likely, special interest groups 
are already lining up with open hands, 
asking our politicians in the legislature to 
throw more tax dollars their way. 

The attitude seems to be: “Forget the 
$32-billion debt we’ve left to future tax- 
payers... forget that the provincial gov- 
ernment was elected to restructure 
programs to be efficient and effective... 
don’t worry that Alberta has experienced 
record revenues in balancing the 
budget...hey, let’s start spending taxpay- 
ers’ hard earned money again!” 

Amazingly, Premier Klein seems to be 
listening to the various demands for more 
spending - even though his cross-proy- 
ince tour is revealing many average Al- 
bertans, those whose hard work foots the 
bills, want any surplus applied to the debt 
and the 20% spending reduction targets 
kept in focus. 

Union leaders representing nurses 
have suggested wage increases are in or- 
der. School boards want kindergarten 
funding topped up. Students have met 
with the Premier to lobby for more post- 
secondary education dollars. Heck, even 
the fiscal watchdog, the Auditor General 


has put in for pay hikes and better furni- 
ture. Who’s next? 

The government has already backed 
down on intended health care 
cuts and on savings which 
were to be achieved by 
changing the method of pay- 
ing doctors. This, after health 
care spending reduction tar- 
gets were missed in just the 
second year of the process. 

What’s going on? The 
promise to revamp govern- 
ment functions and to rede- 
fine what roles government 
should play has only been 
half-fulfilled. Most Alber- 
tans who supported those ef- 
forts over the last two years 
don’t want them to go to 
waste. 

What’s going on is that 
Premier Klein has failed to 
rid the province of the influ- 
ence that special interest 
groups have over the politi- 
cal system. They still com- 
mand the attention of the 
politicians, often demanding 
more spending be directed their way at 
the expense of ordinary taxpayers. 


form the political system. Taxpayers 
called for legislation outlawing loans, 


It’s time for taxpayers to put pressure 
on the Premier, to drown out the special 
interests, to push the government to re- 


loan guarantees, and equity investments 
to, and in, private sector business ven- 
tures. It appears the awakening “silent 
majority” has been heard: the Premier 
says such a law is in the works. But 
taxpayers must remain vocal in case the 
bill introduced is just another token act. 

Taxpayers need to be handed back the 
reins, to have more control, so that the 
politicians answer to the people who pay, 
rather than the minority who benefit from 
tax dollar spending. Albertans need 
stronger taxpayer protection legislation 
than that which Premier Klein has intro- 
duced. New legislation should disallow 
“tax” hikes of any description, including 
fees and premiums, unless voters agree 
(Mr. Klein’s only covers the introduction 
of a sales tax). 

Taxpayers want a stronger balanced 
budget law, one which includes actual 
penalties for running a deficit. That’s 
right, pay for performance. And taxpay- 
ers need a mechanism providing the right 
to call for referenda when provincial poli- 
ticians’ decisions don’t reflect the wishes 
of Albertans. 

It’s time for the Premier to restructure 
the political structure, so that taxpayers, 
not special interest groups, call the shots 
on how our money is spent. 


By Dr. Mark Lee 


Studies done over the past 10 to 
15 years, have found that across the 
board spending cuts like those used 
by many companies in the 1980s 
simply do not work. 

Typically, when such measures 
were instituted the amount of work 
didn’t shrink, just the number of peo- 
ple doing the work. This resulted in 
tired, burned-out, and frustrated 
workers who were less productive 
than ever, and had little say in im- 
proving the situation. 


The primary lesson learned was 
that cutbacks need to be surgical in 
nature where certain programs or 
budgetary items are eliminated, 
rather than across the board cuts to 
every department and program 
within the departments. 


In the same way, governments 
must re-evaluate what services are 
absolutely essential, and how to pro- 
vide those services in the most cost- 
efficient manner. This will require a 
major paradigm shift for many peo- 
ple who for generations have consid- 
ered many services to be in the sole 
domain of government. The privati- 
zations of highway maintenance and 
snow removal, for example, have 
been very successfully implemented 
across the U.S. with major cost sav- 
ings in the process. 


In any proposals for budgetary 
cutbacks it is essential to keep some 
underlying principles in mind as 
guidelines for action. The Saskatch- 
ewan Taxpayers Association (STA) 
maintains there are five fundamental 
principles which will provide a bal- 
anced approach to restoring long- 
term fiscal responsibility to the 
province. 


Molra Wright is the Executive Director of 


the Saskatchewan Taxpayers Association. _ - 


She Is based In Regina. 


Five fundamental principles 
for restoring long-term fiscal responsibility in Saskatchewan 


1, Tax Reform 

Personal income taxes, and pro- 
vincial commodity and consumption 
taxes have all increased significantly 
over the past five years in Saskatch- 
ewan. These tax increases have 
dampened consumer spending, re- 
duced the competitiveness of 
Saskatchewan's industry, and dis- 
suaded new businesses from opening 
in the province. Moreover, the tax 
increases have resulted in an ava- 
lanche of tax avoidance schemes, 
barter trade, “under-the-table” pay- 
ments for goods and services, and 
increased smuggling activities. It 
has been estimated that the under- 
ground economy now accounts for 
10 % to 15 % of GDP; further tax 
hikes will only fuel its growth. 


2. Government restructuring 

Rather than instituting across the 
board cuts, governments need to re- 
think their role in society and how 
they deliver public services. Many 
options are open to government that 
offer the twin rewards of reduced 
cost and improved delivery, such as: 
reducing federal-provincial overlap: 
intergovernmental cooperation; em- 
ployee-owned public service deliv- 
ery; community controlled and 
delivered services; the sale of non- 
essential government assets; con- 
tracting out for services; and new 
public-private partnerships. 

A more efficient framework for 
public service delivery is possible. 
But, Canadians must realize that just 
because a service is government 
guaranteed and publicly funded, 
does not mean that the government 
itself is the best choice to actually 
deliver the service. New approaches 
to government services need to be 
considered to reduce the cost of the 
service, improve or maintain the 
quality of service, and contribute to 
job creation or economic growth. 


3. Economic Growth 

Economic growth is a powerful 
deficit reduction tool. A growing 
economy contributes to deficit re- 
duction by increasing personal and 
business income tax revenues; by in- 
creasing the tax base; decreasing 
government expenditures on social 
programs, UI, and other forms of 
financial assistance; and improving 
the ability to finance debt by produc- 
ing a larger GDP. 

There are several options avail- 
able to spur economic growth and 


development. Governments can cre- 
ate a positive business climate by 
simplifying regulations, pursuing in- 
ternational trade liberalization, im- 
proving upon recent agreements to 
eliminate interprovincial barriers in 
Canada, and last, eliminating parti- 
san programs and agreements de- 
signed to address the sole needs of 
special interest groups (ie. the 
Crown Tendering Agreement). 

The bottom line is that effective, 
long-term job creation and stable 
economic development can only 
occur in the private sector. Govern- 
ments, however, can play a role with- 
out spending more tax dollars, giving 
loan guarantees, subsidies and the 
like, which are both unaffordable and 
counterproductive. 


4, Reducing Debt 

The provincial government 
shelled out $1.34 billion last fiscal 
year for interest payments on the 
debt. If the Province were to sell off 
some unnecessary assets, such as 
Crown corporations, the money re- 
ceived from the sale could go a long 
way toward bringing the deficit 
under control. This could put the 
government in a position to lower 
the tax burden currently borne by 
Saskatchewan residents, and compe- 
tition in place of government-con- 
trolled monopolies would boost the 
private sector and finally create an 
atmosphere of true competition 
within the province. Private compa- 
nies would also pay taxes and expand 
our tax base. 


5. The Taxpayers Protection Act 

The Romanow government’s bal- 
anced budget legislation, introduced 
on the eve of last June’s election, is 
far from adequate. 

The Balanced Budget Act does 
not provide taxpayer protection for 
future tax increases, and there are no 
enforcement provisions to hold 
elected officials responsible for defi- 
cits. And, further, the Act does.little 
to protect the taxpaying public, now 
and into the future, from the whims 
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of spendthrift politicians. 

To date the STA has collected over 40,000 petitions 
demanding the introduction of the Taxpayer Protec- 
tion Act of Saskatchewan. Our proposed legislation 
provides for the elimination of annual deficits, debt 
repayment over 20 years, and taxpayer protection, 
where no increases in income tax, payroll tax, and sales 
taxes can occur unless they are approved by referen- 
dum. Lastly, any illegal deficits will result in a 15 - 
25% pay cut for all cabinet ministers. 


Mark is a research associate with the STA. He is based in Regina. 


Economic growth is a great way for Saskatchewan to 
climb out of the debt hole. However, to do that the 
Saskatchewan government must create a climate 
conducive to business with lower taxes, fewer 
regulations and the elimination of agreements favouring 
special interest groups. 


It’s budget time again. The Saskatch- 
ewan government must keep the budget 
balanced and continue on their course to 
paydown our debt. 

Currently, the government's favourite 
pre-budget strategy is to blame the feds 
for cuts in transfers. According to the 
Provincial Auditor, the Saskatchewan 
government received over $1.5 billion 
from the federal government in fiscal 
year 1995, which is a healthy 30% in- 
crease from the $1.1 billion Ottawa sent 
in 1993. 

However, as the federal government 
faces its own fiscal crisis, transfers from 
Ottawa will only decrease. That means 
the Saskatchewan government and its 


citizens will have to make do with less 
government spending all around. 

Saskatchewan taxpayers have had it 
with years of rate increases and tax in- 
creases. Politicians will finally have to 
accept that the taxpayers of this province 
cannot afford more. This leaves the Ro- 
manow government with just one option 
—cutting its operating costs. 

Roy Romanow recently announced a 
series of public meetings to be held across 
the province. It’s not certain if this is a 
sincere attempt to gain meaningful input 
from the public, or another insulting ex- 
ercise like the recent public review of the 
SaskPower rate hike. Most likely, the 
government is trying to find out where 


cuts can be made with the least political 
fallout. 
Program cuts are inevitable. It’s time 


to send a message of encouragement to 
our politicians as they face this difficult 
task. Today’s fiscal woes are largely the 
result of two decades of irresponsible 
spending and bad investments with tax 
dollars. 


It is encouraging to see the Romanow 
government give serious consideration to 
program and budgetary cutbacks, and to 
a review of Crown corporations. 


The cutbacks will be a difficult sale for 
many. Everyone will be affected. How- 
ever, taxpayers realize the cutbacks are 
essential. Their only concern is that poli- 
ticians must start at the top, in their own 
back yard. Stay the course, Mr. Premier! 


Saskatchewan residents already pay too much property tax! 


By Moira Wright 


1.72% of market value, whereas 


tax rate schedules to 


Recent studies indicate Sas- 
katchewan residents pay some 
of the highest property taxes in 
the country, based on taxes paid 
as a percentage of property 
value. 

These findings come on the 
heels of the announcement that 
the Saskatchewan Assessment 
Management Agency (SAMA) 
plans to reassess both commer- 
cial and residential properties in 
Saskatchewan over the next 18 
months or so. 

With the exception of Win- 
nipeg, the study indicates that 
Regina, Saskatoon, and Moose 
Jaw pay the highest residential 
property taxes in the country, as 
a percentage of property value. 
The national average of property 
taxes for a detached bungalow is 


Halifax - South End 
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Markham, ON 
Winnipeg - Ft. Garry 
Regina - South 
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Abbotsford, BC 
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National Average 


Regina, Saskatoon, and Moose 
Jaw residents pay 2.42, 2.24, 
and 2.21% respectively. This 
represents about a 25% pre- 
mium over the average rate paid 
throughout the country. More- 
over, these rates are almost dou- 
ble what is paid in Alberta, and 
a whopping two and a half times 
more than what is paid in Victo- 
ria. 

As a percentage of property 
value, Saskatchewan businesses 
pay much more than businesses 
in any other province. The an- 
nual property tax on $100,000 of 
property value is $4,650 in Sas- 
katchewan, which is about 70% 
more than Alberta businesses. It 
is clear that inequities exist all 
around. 

According to the CFIB, Sas- 


katchewan businesses also pay 
the highest business tax in Can- 
ada as a percentage of sales. 
Businesses in the province pay 
$1.70 in property taxes for every 
$100 of sales, the highest in 
Canada, and well above the na- 
tional average of $1.47 for every 
$100 in sales. 

While SAMA goes to some 
lengths to differentiate between 
assessments and taxation, one 
thing is clear: when assessments 
go up, taxes inevitably follow. 

This would be particularly 
painful for Saskatchewan resi- 
dents, who are already burdened 
with income and sales tax levels 
which are among the highest in 
the country. If the new assess- 
ment model is to be adopted, 
then the municipalities around 
the province must revise their 


183,385 


closely represent the national 


averages. 


Better yet, perhaps it’s time 


more for the municipalities to be 
forced to hold a referendum be- 
fore tax increases can be en- 


acted. 
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by Brian Kelcey 

In 1916, Premier T.R. Norris 
brought direct democracy to 
Manitoba with the Manitoba In- 
itiatve and Referendum Act. 
Manitoba was following the 
lead of populist governments in 
Alberta and Saskatchewan. 
Beset by special interest groups 
- which back then meant land 
speculators, boosters and pa- 
tronage-fed contractors - pro- 
vincial governments gave the 
public the power of direct de- 
mocracy to help MLAs stay hon- 
est in the battle for fiscal sanity. 

Premier Norris had it easy. 
Eighty years later, the number of 
special interest groups dining at 
the public trough has multiplied 
to include school trustee asso- 
ciations, experimental dance 
troupes, public sector labour 
bureaucrats and NHL hockey 
franchises. 

The 1916 Act is more than a 
historian’s curiosity. It is a 
starting point, if not a blueprint 
for pro-taxpayer democratic re- 
form in 1996. Armed with the 
“initiative” and the “popular 
veto. ordinary Manitobans 
could outflank the tax-and- 
spend habits of unrepresentative 
politicians. 


by Victor Vrsnik 

All salute the flag of the new 
Province of Saskatoba! Sound 
far-fetched? Not really. if you 
place your faith in the magic of 
disappearing borders. 

The concept of wedding Sas- 
katchewan to Manitoba has sur- 
faced once again. 

Why the sudden interest in 
weaving Canada’s two bread- 
baskets into one? 

The feeling that history is 
passing the prairies by en route 
to Alberta and the coast was dis- 
cussed in a recent Globe and 
Mail series called “The Chang- 
ing West’. The articles. among 
other things, have stimulated 
some discussion on Manitoba's 
place in the changing constella- 
tion of Confederation. The re- 
cent “Saskatoba” proposition, 
advanced by Free Press editor 
Brian Cole, is an idea worth 
looking at. 


Big government, meet big democracy 


Manitoba Taxpayers seek taxpayer protection & direct democracy 


“Initiatives” are referendums 
held on laws which have been 
drafted by ordinary citizens. 
The “popular veto” gives citi- 
zens the power to stop unjust or 
expensive laws from coming 
into force. To force a vote in 
either case. citizens must collect 
a certain number of signatures 
from voters supporting a refer- 
endum. 

Under the old law, initiatives 
would go to referendum if sup- 
ported by signatures totalling 

% of the ballots cast at the last 
election. If we were to use the 
same law in 1996, a petitioner 
would need 40,533 signatures to 
get a proposal on the ballot. 

To allow for a popular veto, 
the 1916 Act ensured that no law 
would take effect until 90 days 
after passage. During the 90 
days, Manitobans could collect 
petitions to strike down a par- 
ticular law through a referen- 
dum before it ever came into 
effect. Emergency legislation 
was exempt. Popular veto refer- 
endums needed signatures from 
only 5% of ballots cast at the last 
election. In 1996, 5% would 
equal 25,333 signatures. 

Since Canada doesn’t have 
regular elections, there is no 


The primary advantage of 
merging Saskatchewan and 
Manitoba into one single econ- 
omy is the opportunity to ex- 
pand the market from one to two 
million, and to launch wholesale 
reforms to government spend- 
ing. Reforming health and post- 
secondary education _into 
“centres of excellence” dotted 
across the prairies could save 
both provincial governments a 
windfall in tax dollars. Redun- 
dant services could be merged. 
A single tax base could support 
one lean government for the new 
region. But without the political 
will to see the reforms through, 
the wedding of the two proy- 
inces might lead to a series of 
half measures. broken promises 
and extra costs. 

The economic spin-offs of 
centralization were also trum- 
peted in 1972 when 13 urban 
municipalities merged into 


guarantee that an urgent initia- 
tive would make it to the ballot 
in time for it to be of any use. 
One solution is to set a higher 
signature threshold - say, 12% of 
ballots previously cast, or 
60,800 signatures. Petitioners 


who reach the 8% threshold 
could put an issue on the ballot 


Members of the Political Equality League for Enfranchisement of Women with a pe- 


at the next provincial election. 
And those who reach the 12% 
threshold could choose to put the 
issue up for an immediate refer- 
endum. 

The 1916 solution should be 
reconsidered today. While the 
old Manitoba Initiative and Ref- 
erendum Act was declared un- 
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tition gathered in Manitoba (Dec. 23, 1915). From left to right: top: Mirs.A.¥. 
Thomas, Mis. F. J. Dixon; bottom: Dr. Mary Crawford and Mrs. Amelia Burrit. 


Greater Winnipeg. In truth, the 
“Unicity” merger was supposed 
to save money. But, politicians 
short on political will failed to 
reduce the excess bureaucratic 
overlap. Chiefs and Managers 
survived the union and simply 
became Deputy Chiefs and As- 
sistant Managers. A costly new 
Board of Commissioners was 
created to oversee the new giant 
government. Fast forward to 
1996, and Winnipeg's property 
taxes are among the highest in 
the world. The expensive les- 
sons of Unicity should caution 
Saskatoba supporters of the pit- 
falls of political integration. 
Erasing borders may have 
some merit, but should not be 
regarded as a substitute for real 
waste reduction. Prosperity on 
the prairies hinges on practical 
reforms not on new political en- 
tities. Both provinces will have 
to simplify their tax systems. 


eliminate special interest group 
funding, cut bureaucratic waste 
and end business subsidies 
whether or not a merger is in the 
works. Greater provincial inte- 
gration or even unification will 


constitutional on a minor techni- 
cality, it would be very easy to 
amend the Act to make it consti- 
tutional. With a few more cos- 
metic changes to keep up with 
the times, the 1916 law could be 
enacted tomorrow. 

Too often politicians unan- 
imously agree to award them- 
selves perks, protect a special 
interest or maintain wasteful 
spending programs. In these 
situations, taxpayers have no 
real recourse. Direct democracy 
mechanisms are a recourse that 
taxpayers in other jurisdictions 
have used to roll back political 
perks, limit spending and taxa- 
tion powers, and eyen force gov- 
ernments to abandon specific 
laws or programs. Through 
open, democratic campaigns, 
taxpayers elsewhere made the 
costly decisions for themselves. 
We can do the same. 

Direct democracy is not a 
substitute for a legislature, but it 
can give the taxpaying public a 
check on politicians’ behaviour. 
It’s a safeguard Manitobans had 
in 1916, and it’s a safeguard we 
need more than ever in 1996. 


Brian Kelcey is an interim researcher for 
the Canadian Taxpayers Federation in 
Manitoba. 


- the new Athens of the prairies or just snake-oil promises? 


be a cost saving measure only 
after genuine reforms inside 
each province are secured. 


Victor Vrsnik is an interim research assis- 
tant with the CTF in Manitoba. 


Provincial Director Position 


The Canadian Taxpayers Federation (CTF) is a non-profit, non-partisan, 
educational organization dedicated to promoting the responsible and efficient use 
of tax dollars. It is currently seeking a provincial director for its Manitoba office 


based in Winnipeg. 


This position requires a strong understanding of fiscal policy and politics, 
excellent oral and written skills, sound judgement and flexibility, and compatibility 
with the CTF’s mandate. Duties will include analyzing legislative and fiscal 
developments and writing reports, studies, articles and submissions. 

Applicants should have a BA (or comparable degree in economics, political 
science, or related field.) Your primary responsibilities will be providing oversight 
and direction to the Federation's activities in Manitoba. Previous experience in 
public policy and media relations will be an asset. 


Compensation will be commensurate with qualifications and experience. 


Please send resumes to : The Canadian Taxpayers Federation - 
#410-9707-110 Street, Edmonton, AB. T5K 2L9, Attn: Jason Kenney 


Fax: (403) 482-1744 Phone: 403-448-0159 


ASSETS 


Manitoba’s balance sheet 


Mcintosh today keeps high 
taxes away 

McIntosh is not an apple for 
the teacher’s desk. She is the 
Minister of Education responsi- 
ble for imposing a new regimen 
on teachers and trustees to trim 
waste and set priorities for edu- 
cating Manitoba students. 

In a green paper released in 
mid-January, McIntosh began a 
review of the collective bargain- 
ing process for teachers. 

The discussion paper offered 
five possible substitutes for 


LIABILITIES 


binding arbitration. The most 
innovative proposal was to refer 
salary disputes to local taxpay- 
ers through a referendum. 

The Minister also proposed a 
2% reduction in public school 
funding for the next fiscal year 
giving school boards an oppor- 
tunity to prioritize spending. 

The Manitoba Teachers’ So- 
ciety (MTS) is up in arms. Not 
only is the pie shrinking for their 
public sector salaries, but the 
new changes might force 
schools to spend more on educa- 
tion, and less on paycheques. 

A study comparing Canadian 
teacher salaries ranked Mani- 
toba teachers at number four at 
$50,734, marginally behind On- 
tario, B.C. and Alberta (see 
chart). A separate study shows 
that from 1988 to 1994, enroll- 
ment decreased by 1.8% while 
the number of teachers climbed 
by 2.5%. It’s no surprise our 
taxes are over-inflated. 

The collective bargaining 
process paid off well for the 
teachers. MTS educrats lobby 
government to line the pockets 
of their member teachers. The 
teachers pay dividends to the 
union bureaucrats for fleecing 
taxpayers. The Minister’s latest 
proposal will not go unchal- 
lenged. MTS bureaucrat jobs are 
at stake, not the educational sys- 


tem. 


Tax Democrat Thompson 


In an unexpected move, 
Mayor Susan Thompson re- 


versed her position on direct de- — 


mocracy by supporting 
Councillors Harry Lazarenko 
and Al Golden’s motion to re- 
store Money Bylaw referenda to 
the City. 

Money Bylaw legislation al- 
lows taxpayers to approve or 
scuttle pricey capital projects 
through referenda scheduled 
during general elections. The 


Manitoba Taxpayers Associa- 


tion commends Mayor 
Thompson for championing the 
pro-democracy legislation. 

Accolades are also in order 
for Councillors Garth Steek 
and Mike O’Shaughnessy for 
making good on their promise in 
the 1995 Taxpayer Survey to 
support the restoration of 
Money Bylaws. Like the Mayor 
said, “(Money Bylaws) are an 
addition to the process, not a 
threat.” 

The Taxpayers Federation 
made a presentation to the Ex- 
ecutive Policy Committee 
(EPC) and city council illustrat- 
ing how Money Bylaws are an 
excellent protection against 
pork-barrel waste. Council re- 
ferred the motion to the Secre- 


tariat to draft a bylaw. 
The Ministry of Elk 


Manitoba has a new govern- 
ment monopoly - elk antlers. 
Apparently, Asian markets are 
agog over the aphrodisiac pow- 
ers of crushed elk antlers which 
sell for hundreds of dollars a 
kilo. 

Although animal rights activ- 
ists have pounced on the govern- 
ment’s move, the Pine Creek 
First Nation wants the right to 
breed and sell elk to farmers. 

Taxpayers should be watch- 
ing closely. On one hand, the 
provincial elk monopoly could 
be a liability. This could result 
in a new  self-perpetuating, 
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Manitoba’s Ministry of Elk? 


money-losing bureaucracy. 
The last thing we need is a new 
Department of Elk Antler De- 
velopment. 

On closer inspection, Manito- 
ba’s Elks Inc. might not be so 
bad. Provincial wildlife officials 
will be involved in the capture of 
a small herd for sale to licensed 
farmers approved by the Minis- 
try of Agriculture. For now, it 
looks like the government’s in- 
volvement is limited to manag- 
ing the wild elk population. 

The Province should contract 
out the capture of elk to quali- 
fied herders, thereby creating a 
bureaucracy-free industry with 
a responsible level of govern- 
ment regulation. 


mr 


The Battle of Seven Oaks 
Health Minister Jim 
McRae has announced the gov- 


ernment is looking for $75 mil- 
lion in savings from the health 
care system for the coming fis- 
cal year. A number of provinces 
are already undergoing or com- 
pleting consolidation of hospital 
services. NDPers, Liberals and 
Tories: alike recognize that 
health care has changed in the 
past few decades. The days of 
the big, bureaucratic hospital are 
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over. Quality care is best deliv- 
ered through flexible and af- 


fordable community care 
services. . 
Liberal MLAs Kevin Lam- 


oureux and Gary Kowalski 
and NDP compatriots Dave 
Chomiak and Gord MacIn- 
tosh don’t seem to have caught 
on. They’ve been busy whip- 
ping residents into a frenzy over 
a proposal to reconfigure Seven 
Oaks Community Hospital into 
a geriatric centre. 

The battle of Seven Oaks is 
not about quality of health care. 
“We won't let them take away 
our hospital,” was how 
Chomiak put it, arguing that 
“you rip out part of the commu- 
nity when you close a hospital.” 
Chomiak also said that “you 
can’t take that volume of beds 
out of the system and not pre- 


cipitate a major crisis.” Unbe- 
knownst to Chomiak, two NDP 
governments have removed 
large numbers of beds out of 
their health systems, and insti- 
tuted some sensible, money- 
saving reforms. He also fails to 
mention that the Urban Health 
Planning Partnership - which 
came up with the recommenda- 
tions on Seven Oaks - is pre- 
dominately a group of health 
care professionals, not heartless 
ward-heeling | Conservatives 
looking for ridings to punish. 


Swap Crowns, Sell High 


“Buy low and sell high” may 
be the tycoon’s credo, but in the 
decaying world of government 
monopolies, the proposal to 
“swap Crowns and sell high” 
might just pay off. 

The Tories reportedly turned 
down a proposal by Premier 


Roy Romanow of Saskatche- 
wan to give serious considera- 
tion to merging Crown 
corporations Manitoba Hydro 
with SaskPower and do the same 
with MTS and SaskTel. Under 
the plan, Saskatchewan could 
absorb MTS and Manitoba 
would acquire SaskPower. Fi- 
nance Minister Eric Stefanson 
was unclear on the benefits from 
a sweeping merger. Here, Sas- 
katchewan NDPs might have a 
few moves to teach their Tory 
counterparts in the plan to maxi- 
mize savings from greater eco- 
nomic integration | between 
provinces. But after time, even 
new improved prairie telecom- 
munications and hydro compa- 


nies could eventually slide back _ 


into the swamp of non-competi- 
tive government monopolies. 


After swapping Crowns to 


create the more efficient compa- 

nies, the provincial govern- 

ments should then privatize the 

corporations.,The benefits of 

privatization are impressive: 

© The sale would earn reve- 
nues to curb the provincial 
debt. 

© Revenues would be gener- 
ated from new taxpaying 
corporations. 

© Commercial ownership 
would create opportunities 
for growth and more jobs. 

© The move would translate 
into better service at lower 
costs for consumers. 

The era of Crown corporate 
mergers and privatization may 
be the next growth industry. 
The Einance Minister should be 
encouraged to give Premier Ro- 
manow’s proposal a_ second 
thought. 
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Ontario’s Bill 26 - A step in the right direction 


Bill 26 might not be the an- 
swer to all Ontario’s economic 
ills, but it is a strong first step in 
the right direction, says the On- 
tario Taxpayers Federation. 

In a submission to the Gen- 
eral Government Committee 
holding public hearings, Fed- 
eration Executive Director Paul 
Pagnuelo focussed on the one 
area where he says Bill 26 falls 
short - taxpayer protection. 


“Municipal governments 
must not be allowed to imple- 
ment user fees as an indirect way 
of increasing taxes,” Pagnuelo 
said. He added, that while user 
fees for certain municipal sery- 
ices make sense, the proposed 
government bill makes no pro- 
vision to protect taxpayers from 
municipalities looking for an 
easy way out of dealing with 
reduced provincial transfer pay- 


ments. 

“If a certain service that is 
now funded through general 
revenues is converted either par- 
tially or in full to a user pay 
basis, then the amount of fund- 
ing from general revenues that 
went to pay for the service must 
be returned to taxpayers,” Pag- 
nuelo said. 

Pagnuelo also told the com- 
mittee that although municipal 


governments talk about cutting 
services, raising property taxes 
and implementing user fees to 
offset the cuts in provincial 
transfer payments, the reality is 
they don’t have a funding prob- 
lem but a cost problem. In pro- 
moting competition -in the 
municipal marketplace, Pag- 
nuelo said “the answer to any 
municipal politician who is talk- 
ing about raising taxes or cutting 
services is to tell them to get 
their fingers walking through 
the Yellow Pages. The results 
will be dramatic. No cuts and no 
tax increases. In fact, better 
service and substantially lower 
costs is the guaranteed out- 
come.” 


He added that one of the rea- 
sons municipalities’ costs for 
services are higher than neces- 
sary is because the most expen- 
sive cost element - labour - is not 
subject to the competitive mar- 
ket. “Labour costs tend to be 
higher than necessary because 
of wages, salaries, and benefits 
which are above market, archaic 
work rules that impede produc- 
tivity and excessive layers of 
management and larger than 
necessary staffs.” 


Pagnuelo said the real solu- 
tion - market costs- is something 
that even the best manager can't 
produce in a non-competitive 
environment. He pointed to ex- 
periences in the United States 
where governments have 
adopted competition as the 
model for delivering public 
services. The City of Philadel- 
phia reduced street maintenance 
and water department costs by 
50 % and nursing home costs by 


53%. The City of Indianapolis 
reduced printing costs by 47%, 
street repairs and garbage col- 
lection by 25%, waste water 
treatment by 44%, and vehicle 
fleet maintenance 18% by utiliz- 
ing competition. An added bo- 
nus, according to Pagnuelo, is 
that competitive tendering 
doesn’t necessarily mean a loss 
of public service jobs. “Many of 
the services are still produced by 
public employees who found 
ways to improve their cost effec- 
tiveness when faced with com- 
petition.” 

Pagnuelo told the committee 
in order to make Bill 26 a com- 
plete package a provision is 
needed requiring municipalities 
to earn their transfer payments. 
“We believe such a provision 
should ensure value for money 
by requiring performance meas- 
urement standards and by sub- 
jecting the delivery of certain 
services to competitive tender- 
ing.” 

Unfortunately, the Taxpayer 
Protection Pledge signed by 
Premier Harris prior to the elec- 
tion doesn’t explicitly deal with 
municipal tax increases. How- 
ever, Pagnuelo said, the Premier 
could be technically in violation 
of the pledge if Bill 26 provid 
new municipal taxing powers 
that are not revenue neutral. 


In closing, Pagnuelo said the 
Federation supports the govern- 
ment’s efforts to restore fiscal 
sanity to Ontario, and urged the 
government to agree to legiti- 
mate amendments which should 
be made to Bill 26, without de- 
tracting in any way from its 
overall objectives. 


Highlights of the submission to the General Government Committee holding public hearings on Bill 26 


By Paul Pagnuelo 
Public sector salary disclosure: 


The Federation fully supports requiring 
public disclosure of salaries and benefits 
for all public sector employees earning 
$100,000 per year, but recommend the leg- 
islation be expanded to include all non-tax- 
able perks and expenses of these 
employees. 

Health services restructuring: 

Certainly, no one wants to see the loss 


of local hospitals whether through closure 
or amalgamation. However, if it means bet- 


ter usage of funds in other areas of health 
care, it will be necessary to ensure the over- 
all “health” of the entire system. 

As well, we support the legislation’s 
move towards requiring co-payment by 
those eligible for drug benefits as well as 
the government’s move to pay for the low- 
est priced brand available for prescriptions. 
This brings the plan in line with private 
sector drug plans. 


Freedom of Information Act: 


The Federation supports the need to 
safeguard against frivolous or vexatious 


requests for access to information, and 
since an appeal can be launched through the 
Commissioner, then valid requests will not 
be denied. 

However, the Federation believes the 
elimination of the first two hours of free 
search time could result in less public ac- 
countability, especially in the areas of mu- 
nicipal governments and school boards, We 
would like to see a requirement for institu- 
tions subject to the Act to make public, 
without cost, financial data which will allow 
taxpayers to determine if the institutions are 
acting in a fiscally responsible manner. 


Conservation authorities: 


The Federation supports the removal 
of major funding from the conservation 
authorities whose primary responsibil- 
ity is the prevention and control of rivers 
and flood plains across Ontario. Flood 
control efforts can be melded with other 
responsibilities of the Ministry of Natu- 
ral Resources, and other activities like 
conservation education, reforestation 
and stream rehabilitation did not reflect 
a significant benefit for the tax dollars 
expended. 
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Federation supports Ontario’s move to restore fiscal sanity 


On January 11. Tom Charette 
of the Ontario Taxpayers Fed- 
eration, told the General Gov- 
ernment Committee in Niagara 
Falls the OTF supports the in- 
tent of Bill 26. 

Charette said the numbers 
speak for themselves. “From 
Confederation to 1986, - the 
province accumulated $35 bil- 
lion in debt. In the last ten years 
this debt has tripled. Debt inter- 
est payments have almost tri- 
pled to nearly $9 billion a year. 
The annual deficit is approach- 
ing $9 billion. This is clearly 
unsustainable.” 

He pointed out that tax col- 
lection this year will be $4 bil- 
lion higher than in 1990-91, but 
because of huge provincial defi- 
cits, interest spending for the 
same period will be up by $5 
billion. “The taxpayer cannot 
even keep up with the increased 
interest expense — let alone the 
demands for more program 
spending.” 

Charette said tax collections 
are going up while program 
spending is going down. Weare, 
and will continue to be, paying 
significantly more for signifi- 
cantly less. 


Does the solution to the debt 
and deficit lie in tax increases, 
spending cuts or both? 

The average Ontario family 
pays 46% of their income to 
government. This is up from 
about 30% in 1960. Charette 
says this is certainly enough 
government - if not too much. 

Payroll taxes raise the cost of 
hiring employees and act as di- 
rect job killers. Obviously this is 
not an area for the government 
to be looking for more income - 
in fact, these taxes should be 
reduced. 

Because about 70% of busi- 
ness taxes must be paid regard- 
less of profit level, Charette said 
it would be economic suicide to 
increase business taxes. “We 
would be sacrificing not only 
many of our own jobs but those 
of our children and grandchil- 
dren as well.” 

The solution, he says, is the 
Federation’s Taxpayers Protec- 
tion Pledge, which was signed 
by Premier Harris, many of the 
PC members of the legislature 
and even some candidates from 
other parties during the last pro- 
vincial election. The reason it 
works, is because it cuts spend- 


ing, and does not increase taxes. 

Bill 26, Charette says, is the 
tool the Ontario government 
needs to manage its affairs in 
such a way as to achieve the 
necessary spending reductions 
within the five year time frame 
established within the Taxpay- 
ers Protection Pledge. 

He admitted there have been 
concerns regarding concentra- 
tion of power, privacy and tax- 
payer protection at the local 
level. However, he argued with 
many of those concerns. 

For instance, Charette said, 
groups are concerned about the 
concentration of power in the 
hands of government ministers. 
However, Charette said, in order 
to deal with the problems in On- 
tario, the government must have 
the power to act, and to act 
quickly. And, he added, the cur- 
rent state of affairs in the prov- 
ince is an example of how 
increasing the size and scope of 
government has been an abys- 
mal failure. 

Charette said the consult- 


ation process for Bill 26 seems* 


to be about right. He added that 
past lengthy consultations have 
proved to be a waste of time and 


money citing a $90-million On- 
tario Hydro study, and a $56- 
million consultation regarding 
the location of garbage dumps. 

Privacy concerns are under- 
standable, he said. However, as 
the entity paying for services 
such as medical, legal aid. busi- 
ness loans and grants, workers 
compensation, etc., the govern- 
ment must ensure funds are le- 
gitimately and properly spent. 

Another concern that must be 
addressed, is the lack of tax- 
payer protection at a local level. 
Charette said the OTF position 
is that the only appropriate addi- 
tion to the current power to tax 
is the imposition of revenue neu- 
tral user fees. 

“This government is pledged 
to pass legislation that would re- 
quire it to obtain voter approval, 
in binding votes, for any in- 
creases in existing taxes or any 
new taxes. We believe, there- 
fore, that Bill 26 should require 
school boards, cities, towns, 
counties and regional govern- 
ments to also seek voter ap- 
proval of increases in property 


Ontario Taxpayers 
Federation 
P.O. Box 19518, Manulife Centre, 55 
Bloor Street West, Toronto, Ont. 


M4W 3T9 
Phone: 1-800-265-0442 
Fax: 1-800-411-4652 


taxes and other fees and levies 
or for the imposition of any new 
fees or levies.” 

Alternatively, he said, the 
government could bring in leg- 
islation giving Ontarians the 
right to vote on mill rates in the 
local elections held every three 
years. 

“This province once was one 
of the finest prosperity -creating 
machines in all of human his- 
tory. High taxes and wasteful 
government spending have se- 
verely damaged this machine. 
The province is being eaten 
alive by the effects of fiscal mis- 
management and compound in- 
terest. The CTF supports the 
intent and purpose of Bill 26 to 
restore fiscal sanity to the prov- 
ince.” 


Executive Director Paul Pagnuelo - Executive Director 
ot the Ontario b Taxpayers reseeee. 
Province of Ontario fiscal performance from 1986-87 to | 
1995-96 See | 
Year(s) ‘Revenues Program | Interest Total Libel Debt 
& Capital| spending ius deficit 
pening L oa ARE 
1986-87 | 29.22 | 2864 | 321 | 31.85 | -263 | 35.10 
1987-88 | 3216 | 31.17 | 348 | 34.65 | -249 | 36.98 _| 
| 1988-89 | 37.00 | 3471 3.77 | 38.48 | -1.48 | 39.01 
1989-90 | 41.23 | 3792 | 382 | 41.14 | 009 | 39.26 
| 1990-91 | 42.89 | 42.15 | 378 | 4593 | -304 | 42.26 
1991-92 | 40.76 | 47.48 | 420 | 51.68 | -10.92 | 53.08 
| 1992-93 41.81_| 4894 | 5.29 | 54.23 | -1242| 6861 
_ 1993-94 | 44.08 | 46.40 6.96 | 53.36 | -9.28 | 80.18 
1994-95 4559 | 4570 | 799 | 5369 | 810 | 8961 
| 1995-96 | 4709 | 4702 | 878 | 5580 | -871 | 98.92 
| i 
Sources: Laughren Financial Statement, 485 pened | rsh 
=< = =. Eves Economic Statement, 795 | almost | 
The average Ontario family pays 46% of their income to government - up from about 30% In 1960. __tripled ma toa 
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Foreign research aid 


The following International Development 
Research Centre (IDRC) grants were funded 
from the Partnership Program which has a 
1995-96 budget of $1.06 billion. The Canadian 
International Development Agency (CIDA) ac- 
counts for $646 million of that spending. 

The Partnership Program finances national 


Baked Bricks (Rwanda)- studies of the impact of brick production on 
deforestation; the availability of alternative fuel; and the competing 
usesiof the:marshes...: 0555 65. . vincs eaeee $447,310 

Labour Flexibility and Productivity - A comparative analysis of the 
determinants of labour flexibility in Brazil, Chile, and Mexico as well 
as in selected OECD countries, including Canada. ..... 594,920 

Local Agenda 21 Initiative (Global) - This project will enable the In- 
ternational Council for Local Environment Initiatives (ICLEl) to as- 
sist 13 municipalities to design “Local Agenda 21 Action Plans’ that 
integrate environmental, social and health considerations in munici- 
POR DRANG Sc o-s cice « «wees ce cianca eee 738,826 

Economic Research Consortium - Will include 12 research projects 
and related joint activities that will focus on analyzing the further de- 
terioration of income distribution; an increase in extreme poverty; 
widespread unemployment; deterioration of wage earnings; a 
chronic overvaluation of the exchange rate; lower but persistent in- 
11. | Se ae ei a ae Pi Bae oc 2 Ses Se 400,000 

Desertification Convention (Africa) - IDRC will assist African coun- 
tries in strengthening their capacity to negotiate effectively and to 
develop sound positions by supporting or carrying out selected ac- 
HGB FOS co RR ae 933,455 

Research and Map Production of Natural Areas and Indigenous 
Use of the Andes - This project will bring together a diverse group 
of institutions from NGOs to government parks agencies to gather 
data on the ecosystems and sustainable use of the Andes in six 
GOBRINIOG. 5 oo. .)s swe coteceeemeemes 5. oc Ao Reece 149,750 

Canadian NGO Policy Formulation Process - This grant will enable 
CICC to establish a process whereby member organizations can 
develop a series of policy proposals in a framework for our com- 
mon future, economic justice, and human rights and democratic de- 
VODs test sctee tena rs icvetinestt's 115,895 

Disaster Management Research Network - This project is the re- 
search component of a five-year program that also has a training 
component, to develop a core of specialists, training curricula, and 
research modules to respond to local, regional and national needs 
created by natural disasters... 0.00... 00.00. eee e es 331,585 

First National Environmental Knowledge and Approaches to 
Natural Resources - This project will undertake research on com- 
munity-defined environmental indicators. Determine community-de- 
fined environmental indicators; create community-based 
environmental services; analyze the needs of communities; and fa- 
cilitate the transfer of environmental knowledge ....... 100,000 

Environmental Resource Monitoring and Recovery Through Proc- 
ess Control Technology (Singapore) -This project will attempt to 
apply this IDRC-supported process control technology, trade- 
named Mew-Synapse, to problems of pollution control, resource re- 
covery, energy management, and conservation........ 600,000 

Impact of Information of Development - The project will support a 
number of related activities (publications, workshops, and net- 
works) designed to increase awareness of progress in this field; 
promote adoption of the updated assessment methodology; facili- 
tate sharing of practical experience; and strengthen the research 
base to bring about further improvements............. 244,000 

RADARSAT Remote Sensing Technology (Globesar) - This project 
will facilitate capacity building in remote sensing imaging radar 
technology in several developing countries of Africa, the Middle 


Pas LZ /[=) 4 


Write, fax, phone... 


Hon. Lloyd Axworthy 
Minister of Foreign Affairs 


Rm 314, West Block, House of Commons 
Ottawa, Ont. K1A 0A6 


AROSE SIRE 
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and international partners in the development 
process and includes the World Bank Group, 
which reports through the Minister of Finance, 
the International Development Research Cen- 
tre (IDRC), and grants and contributions ad- 
ministered by the Department of Foreign 
Affairs and International Trade. 


Moe eT : 


East, and Asia; and prepare the technological base necessary for 
the utilization and processing of data from the future Canadian RA- 
DARSAT eatolites: 3 <..-. «40 ons ore ee ete ne 1,179,147 
Growth, the Environment and Fiscal Policy in the Mining Sector 
Project - Analyze the triple trade-off between growth, environ- 
mental damage, and fiscal revenues in the mining sector of three 
Latin American countries - Peru, Bolivia, and Chile. .... 424,240 
Healthy Cities and Villages (East and Central Africa) - This project 
will reinforce the capacity of local groups to improve the quality of 
urban life through better mobilization of resources and manage- 
ment of programs using the VVS strategy. ........... 129,170 
Sugar Cane Waste Utilization (Cuba) - The purpose of this research 
is to complete the development of a feasible process for transform- 
ing the phytosterol mixture intoAD.................. 122,500 
Socioeconomic Impacts of Renovation in Vietnam - Will continue 
research to support policy-oriented research in four areas: rural de- 
velopment; urbanization and housing; social welfare; and the 
household economy. ........ 0. cece eee en eee eeeees 173,230 
National Language Policies in Educational Systems - The first 
phase of this project sought to evaluate national language policies 
in West Africa and develop new strategies for incorporating na- 
tional languages in the education systems. Phase II will put the re- 
sults of the first phase to use, elaborating national language 
policies for education systems and disseminating the knowledge 
acquired to decision-makers and the public. .......... 374,098 
The Forest Challenge in Vietnam - This project will concentrate on 
the sustainable and equitable use of the country's forest re 
Col] Ce Apa: Se aS ark =” (c 296,425 
Environmental Information Systems for the Red River Delta in Vi- 
etnam - This project will develop an environmental information sys- 
tem for the Red River Delta in Vietnam............... 437,057 
Research on Paths and Policies of Improving Indigenous Techno- 
logical Innovation Capability and Getting Sustainable Develop- 
ment in China - Will examine the development of i: digenous 
technological capability in the textile, mechanical ar 4 electrical in- 
Gustries:n Chinacss 2...4-.< ries mentcteeel es + > 1 
Urban Poverty and Survival Strategies (Kenya) - This project will 
conduct an analysis of current social policies and a,proaches to 
poverty alleviation in Kenya to draw recommendati-ns for social 
policy and urban poverty alleviation programs. ... .... 142,315 
Industrial and Technological Information System (China) - This 
project will address the needs of small and medium scale enter- 


taxpayer! 


The Constitution: 

The Constitution is the basis upon which the laws of 
the country are built. All legislation passed either in the 
federal House of Commons or in a provincial legislature 
cannot contravene the Constitution of our country. Be- 
cause of the tremendous power that the Constitution 
holds, it cannot be arbitrarily changed by the federal gov- 
ernment in power at the time. Changes to the Constitution 
require approval of both the House of Commons, the Sen- 
ate and two-thirds of the provinces representing at least 
50% of Canada’s population. 


Statutory laws: 

This refers to any legislation that has been passed by a 
majority vote of parliament or a provincial legislature. At 
the federal level, such legislation must also be passed by 
the Senate. Bills can be easily changed or rescinded by 
successive governments through another majority vote in 
the gears, 3 Statutory legislatian ¢é ee contravene . 


Peer ese oe 


Its objectives are to support global and re- 
gional multilateral organizations and Canadian 
organizations, institutions and private sector ment. 
firms in their development programs and pro- 
jects with the people of organizations in devel- 
oping countries, to provide emergency and 
development food aid, and to foster greater 


knowledge and understanding among Canadi- 
ans of international cooperation and develop- 


The following is a list of some of the grants 
handed out in 93-94 (representing the IDRC 
portion only). 


prises (SMEs) in Ghana in response to a general concern about 
the fragmented science and technology infrastructure and the poor 
support for enterprise-level technological effort......... 224,279 
Towards a Sustainable Development Strategy (Mexico) - To facili- 
tate the implantation process of the conservation/development plan 
Dy EMU EINADR so cis os ay cre cet b vile side 332,387 
Environmental Issues in Uganda - Will provide for 14 junior re- 
search grants of one year duration to encourage cooperative re- 
search between social and natural science scholars. ... 213,000 
Shelter and Environmental Improvement for the Urban Poor, Viet- 
nam - Researchers will identify the nature of urban poverty under 
Vietnam's rapidly-changing social circumstances, and document 
the living conditions of the urban poor; train Vietnamese re- 
searchers in the basic theory and recent empirical international ex- 
perience in urbanization and economic development; provide 
opportunities for the Vietnamese to critically appraise first-hand a 
variety of experiences in neighbouring Southeast Asian metropoli- 
tan centres; and strengthen academic ties between Canadian Uni- 
versities and those in Vietnam...................00. 183,130 
Aquatic Biodiversity - The project will include a comprehensive 
study of the various technology options available for aquaculture 
broodstock improvement and conservation; and a specialized re- 
search project exploring the nature of localized, community-level 
farmed fish breeds, and the potential for economically and socially 
sustainable genetic conservation and improvement at the commu- 
WM Risheee caee viois rose Sa vik vd i So aices casas 397,238 
Young Canadian Researchers Award Program - Initiated in 1982, 
the Young Canadian Researchers Awards have been offered pri- 
marily to Canadian graduate students (citizens) undertaking re- 
search in Asia, Africa or Latin America on issues of concern to 
international development. .............. cece aes 435,000 
UNCED Archives CD-ROM - This project will store the official ar- 
chives of the United Nations Conference on Environment and De- 
velopment (UNCED) on CD-ROM..............4.005 464.9 
Canadian Research Consortium on Southern Africa - This project 
will help fund monthly research seminars and bi-annual work- 
shops; exchanges with South African institutions; a summer 
SCHOO GIOGING css 0 oe. Suen sate i Pea. ee 135,800 
Partnership: Area Studies Professional Associations - This pro- 
ject will contribute to the strengthening of the Canadian Association 
of Latin American and Caribbean studies, the Canadian Associa- 
tion of African studies, and the Canadian Asian Studies Associa- 


ye ng 


Canada’s Constitution. 


Referendum: 
This occurs when a government puts a particular is- 
sue or law to a vote by the people. The results of such 
a vote are binding on the government. 


Plebiscite: 
In this instance, the government puts an issue to a 
vote by the people, but the results are not binding on 

the government. 


Initiative: 

Allows average citizens to force the government to 
hold a national vote on particular issues, the results of 
which are binding on the government. Under this proc- 
ess a national referendum occurs when a petition is 
gathered containing the names of a predetermined per- 
centage of the voters. 
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Institutions in Support of Technical Change (South Ko- 


rea/Canada) - The project will result in a much clearer appre- 
ciation of how industrially dynamic countries support technical 


Change:in-inlUsltys «a. sce Say ec aistas wesw 
Water Harvesting (Concordia/Jordan/ICARDA) - This project 


125,725 


will develop an integrated predicitonoptimization model for 


CANADIAN 


rE Eo. Eo RAE 


Do you want to cut 
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budget? Then 
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“Post-Federal 
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the Canadian 
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Federation. 


Jason Kenney 


he Canadian Taxpayers Federation 


For more information phone: 1-800-661-0187 


water harvesting & utilization in dry areas of Jordan... . . 
South-North Studies Program - This project will support a Cen- 

tre contribution to the University of British Columbia for the es- 

tablishment of a Chair devoted to international development 

issues to be established in the Faculty of Arts. ........ 250,000 
Water/Land Management (UBC/Egypt/Guelph) - This project 

will develop an integrated spatial model of Bedouin resource 


B.C. 


Kelowna 
Tuesday, March 19 
7:00 p.m. 

The Coast Capri Hotel 
1171 Harvey Ave. 


Burnaby 
Wednesday, March 20 
7:00 p.m. 
Clarion Hotel Villa 
4331 Dominion Street 


(Willington Exit South off the 
Trans-Canada Highway) 


Alberta 


Edmonton 
Saturday, March 16 
2:00 p.m. 


St. Mark’s Jr. High School 


11625-132 Street 


Red Deer 


Sunday, March 17 
2:00 p.m. 
Black Knight Inn 
2929-50 Ave 


Calgary 
Monday, March 18 
7:30 p.m. 
University of Calgary 
Red and White Club 
Olympic Room 


482,325 


management systems, which will enable an evaluation of the 
potential environmental degradation processes, and resource 
option of the Bedouin tribes given the current internal and ex- 


ternal pressures on people and resources. ........... 405,400 


David Hopper International Lecture - This grant will establish 


an annual lecture on international development in the name of 


Saskatchewan 


Regina 
Thursday, March 21 
7:00 p.m. 

The Regina Inn 
1975 Broad Street 


Manitoba 
Winnipeg 


Wednesday, March 13 
7:00 p.m. 
Ramada Marlborough Hotel 
(downtown) 
331 Smith Street 


Brandon 
Thursday, March 14 
7:00 p.m. 
Victoria Inn 
3550 Victoria Ave. West 


Toronto 
Monday, March 11 
7:00 p.m. 
Sheraton Centre Toronto 
123 Queen Street West 


Barrie 
Tuesday, March 12 
7:00 p.m. 

Army, Navy Air Force Club 
7 George Street 


Dr. David Hopper, a former IDRC President. The Centre will 


Troy Lanigan 
Executive director 
British Columbia 


Moira Wright 
Executive Director 
Saskatchewan 


James Forrest 
Executive Director 
Alberta 


Paul Pagnuelo 
Executive Director 
Ontario 


Melvin H. Smith’s new book, Our Home or Native 
Land? is a timely and much needed examination of our 
country’s aboriginal policy. First and foremost, this 
highly readable book is a wake-up call to anyone who 
mistakenly believes that aboriginal policy concerns 
only status Indians. With clear arguments and evi- 
dence, one of Canada’s leading constitutional experts 
sheds light on the complex and 


volatile aboriginal policy de- 
bate and the impact it will have 
on all Canadians. 

Smith begins with a look 
back to what might have been. 
In 1969, the Trudeau govern- 
ment released its White Paper 
on Indian Policy which pro- 
posed, over the course of a gen- 
eration, to tear down the legal 
and constitutional biases that 
set natives and non-natives 
apart. Unfortunately, the author 
points out, this promising en- 
deavour died a quick death in 
the face of short-sighted oppo- 
sition. 

Over the years since the 
White Paper’s abandonment, 
our federal and provincial gov- 
emments have continued their 
long track record of misguided MELVIN H 
and ill-conceived attempts to ® 
improve the lives and eco- 
nomic conditions of the aboriginal community. In re- 
cent years these efforts, which are laid out in frighten- 
ing detail by Smith, have taken different forms, 
including massive new land claim agreements, topping- 
off or expanding existing treaty obligations, and the 
dangerous trend to entrench in constitutional cement, a 
race-based definition of the rights and privileges of Ca- 
nadian citizenship. 

From the massive (and largely unreported) land 
giveaways in the Canadian north, to the current treaty 
process in British Columbia, to the enormous increases 
in aboriginal program spending — never have so many 
resources and benefits been coffered on so few people 
with so little regard for the public interest. While this 
“fiscal folly” will be born by present and future genera- 
tions of Canadian taxpayers, the author contends there 
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copies of Our Home or Native Land by Mel Smith, Q.C. at $19.95 ea... 0... cece cece eee etre eee eees 
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THE TAXPAYER 


is little evidence these policies will break the cycle 
of native poverty and dependence, or improve rela- 
tions between native and non-native communities. 

The author goes beyond criticizing the current 
situation to share with readers the principles and 
policies he believes are needed to remedy the plight 
of Canada’s aboriginal communities. In his view, a 
new aboriginal policy “must be built on two princi- 
ples — native self-reliance; and 
equality under the law.” This 
implies “jurisdictional integra- 
tion” which would see the ero- 
sion and eventual disappearance 
of the laws, regulations, proce- 
dures and, perhaps most impor- 
tantly, the stereotyped attitudes 
and mindsets that separate na- 
tives from their fellow Canadi- 
ans. 

Smith concedes this will not 
be easy since many of his rec- 
ommendations include policies 
that “national native leaders 
will never enthusiastically agree 
to: land claim settlements that 
only recognize modest “tradi- 
tional” aboriginal nights; abol- 
ishing special programs for 
natives and replacing them with 
all the programs — provincial 
and federal — available to other 
Canadians; and a delegated kind 
of municipal-like self-govern- 
ment." 

While current politicians, bureaucrats, ind na- 
tive leaders may not be enthusiastic about the re- 
lease of Our Home or Native Land?, all Canadians, 
native and non-native alike, should take a 1 active 
interest in this debate and push for just, ai ‘ordable, 
and effective reform of our country’s aboriginal pol- 
icy. For too long, honest criticism of na’ ive policy 
has been suppressed by mindlessly attaching politi- 
cally incorrect labels such as “racist” to anvone 
who dared question these policies. But we can no 
longer afford to stand idly by while a “politically 
correct” variety of racism, is entrenched in the Ca- 
nadian constitution. Mel Smith is to be congratu- 
lated for raising these issues and sounding the 
alarm. 
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provide an endowment of $200,000 to fund the annual lecture at 
the University of Guelph, Canada................... 200,000 
Gender Training Network - The project will address conceptual and 
methodological issues in research on gender and sustainable de- 
velopment; identify ways in which research can be translated into 
policy and practice; design research that can empower community 
members, policymakers, and practitioners to better address issues 
of gender and sustainable development; build capacity in the South 
and North in the provision of gender training........... 175,000 
Partnership: United Nations Association in Canada - This partner- 
ship grant conforms with the Centre's strategy of seeking en- 
hanced partnerships with Canadian organizations and institutions. 
It also echoes the Canadian government's invitation to the Secre- 
tary General to propose non-Canadian members of the Centre’s 
Board of Governors to create a new partnership between Canada 
and the United Nations. ................c..ceeu eee 200,000 
Regional Development of Education in China - This project will ex- 
amine educational development in relation to other social policy 
sectors in the countries and formulate policy recommendations for 
the development of education in the most backward and slowest- 
GOVOROND COUNNIOS 6.5.2... re veces siege e een 74,424 
Land Restoration Through Waste Management (UWO/india) - Re- 
searchers will study the technical, economic, & social aspects of 
waste management as a method of restoring degraded 
Pearle niecriiraawraie sas rwaicanemeaedee ame 97; 
Improvement of Slash/Mulch Systems (Guelph/Costa Rica) - The 
goal of this project is to understand the ecological, socioeconomic, 
and policy factors that characterize slash/mulch systems used in 
hillside farming in Costa Rica. .................0005 303,545 
Ultraviolet Radiation and Immunity (Canada/Global) - This project 
will examine the possible influence of UV radiation on the expres- 
sion and immunopathogenesis of malaria.............. 25,000 
Canadian University Program in International Health (CUCHID) - 
The overall goal of this project is to strengthen the capacity of Ca- 
nadian universities, in collaboration with their developing country in- 
stitutional partners to provide training in international health for 
both Canadians & developing country students........ . 209,700 
A Guided Process for Campesino Economic Development Based 
on Social and Technological Innovation (Mexico) - The objec- 
tive of this project is to adapt and apply in the Chac Lol cooperative 
in Yucatan, Mexico a process of community enterprise creation de- 
veloped and applied in Cape Breton, Nova Scotia. ..... 196,770 
Gully Erosion (Nigeria) - This project is designed to identify the criti- 
cal factors, both physical and human, causing gully erosion, and to 
formulate effective gully erosion control strategies based upon 
these causative factors, with a strong emphasis on active commu- 
nity palicpation.ccwch tis. fod ecjaieee hice eieiin) 331 
Phosphate Rock Blends: Developing Local Alternatives (Zim- 
babwe) - This project will develop phosphate rock blends and test 
their agronomic effectiveness with a view to designing a lower cost 
FOPMIZON ns ote oe eee Oe ee Sees 388,950 
Enzyme Enhanced Poultry Feeds (University of Manitoba/China) 
- This project will extend to China well developed Canadian technol- 
ogy, concerning the use of enzyme-enhanced poultry feeds, de- 
rived by the application of crude enzymes of fungal origin to 
improve feed utilization in the poultry at the farm level... .248,330 
Impregnated bed-nets and community prevention of malaria - 
This project will examine the feasibility of mosquito nets impreg- 
nated with permetrine. ......... 0. cece sence eens 222,900 
Fiscal Reform and Structural Change - Researchers in seven coun- 
tries will analyze past and future fiscal reforms in their own coun- 
WEE ae cs MRR ER soe 60 5 8o 0 ETA AAO 940,130 
Software Development for Sustainable Computer Networking in 
Africa - This project will develop tools that will improve access to 
electronic information, particularly information originating in Africa, 
and the capability of regional and international inter-personal com- 
munication within Africa. 160,671 
Partnership: CASID - This grant to initiate a Centre partnership with 
the Canadian Association for the Study of International Develop- 
ment will provide support for the Secretariat and program support 
of travel grants and honoraria for speakers............. 81,000 
Urban Echinococcosis in Health Transition (Nepal) - This research 
will identify the sociocultural, occupational, and environmental de- 
terminants of urban echinococcosis in Katmandu... ... . 218,945 
Award for Young Canadian Journalists - Phase Il - The purpose of 
this award is to support a strengthened capacity of Canadian jour- 
nalists to report on developing country issues in a more informed, 
aware, and sensitive Way. ........ 60. cece eee eee eee 31,000 
Devolatized Peat and Environment (Burundi) - Project will deter- 
mine the environmental consequences of extracting & processing 
the peat, identifying appropriate corrective or preventive measures 
for maintaining recognized environmental standards. ... 230,000 
New Financial Flows into Latin America - Private voluntary lending 
has resumed in parts of Latin America. These new financial flows, 
and their implications for sender and recipient countries, form the 
basis of research in this project........ speessepyyes» 176,030 
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Ti he following information is an indi- i 


cation that governments are still not fo- 
cusing on deficit reduction, cutting back 
expenditures, or size of government. 


On Dec. 5, 1994, [then] federal Industry | 


Minister John Manley announced a pro- 
gram called “Strategic Procurement Initia- 
tive,” which would use government 
procurement to enhance the development 
and growth of aboriginal and small busi- 
nesses. 

This includes set-a-side programs and 
preferential policies, giving this group ex- 
clusive access to purchases below 
$125,000. 

Itis being suggested that 500 employees 
or less will be defined a small business. 
This represents more than 90 % of the con- 
struction industry. 

Aboriginal business is defined as “a 
business which is majority owned by abo- 
riginal individuals, co-operatives or groups 
which are resident in Canada and has a 
full-time workforce that is at least 35% 
aboriginal and is supplying goods and serv- 
ices, (Status & Non-status Indians, Metis 
and Inuit).” 

This program will also require prime 
contractors for major projects to give sub- 
contractors (small business & aboriginals) 
preferential treatment. 

In the 35 years I have been in business, 
I have never witnessed such a ridiculous 
program. I have a small business, and am 
totally against such implementation. 

This program, in my mind, will be diffi- 
cult te monitor and cost a lot of money 
which this Country cannot afford. At the 
same time, it provides financial assistance 
to new competitors in a poor economy, 
which also leads to increased taxes. Some 
questions we should ask ourselves are: 

1. Do we need more subsidies? 

2. How can unsubsidized business com- 
pete on a level playing field with a competi- 
tor whose banker is the federal 
government? 

3. Can we afford to allow such a pro- 
gram to go ahead? 

4. How will this improve job creation? 

5. Who dreams up all this crap? 

A firm that cannot start up, survive and 
grow on its own merits and initiative should 
not receive a government crutch. 

T.E. Kotyk 
Saskatoon 


MPs’ Pension Plan 


E felt my blood pressure rising as 
I read the letter from Jean Charest 
which appeared in your Decem- 
ber 1995 issue. Jean tried to 
justify his acceptance of 
the Liberal Government 
gold plated pension “re- 
forms” by stating 
that they were “a 
good first step.” 

The fact is, he ¢ 


should have voted against the Liberal Bill, 
and given up his pension, like those other 
MPs who stood for what was right, rather 
than line their own nests at taxpayers’ ex- 
pense. MPs of integrity could have passed 
real reform which would have brought the 
MPs’ Pension Plan into line with those of 
the private sector, and there is NO EX- 
CUSE WHATSOEVER for failing to do 
so. Agreeing to a “good first step” was not 
acceptable. The public can quite clearly see 
that greed was the number one driving force 
and by failing to argue for meaningful 
change, Mr. Charest revealed his true col- 
ours. 

Hopefully, a future Reform Government 
will have the chance to do what should have 
been done long ago, the scrapping of the 
present plan in favour of a fairly funded 
pension plan which can be supported by 
taxpayers. 

Ted White, Reform MP 
Vancouver, B.C. 


[The following letter was written to the Honour- 
able Jean Charest and a copy was sent to The 


Taxpayer. ] 

I read with interest your letter-to-the 
editor of The Taxpayer regarding MPs” 
pension plans. 

You very eloquently wrote about 
wm | things and stuff” on the 
$Y pension issue but no- 
where in the letter did I 
read that you have opted 
out of the pension plan and 
that you are actively seeking to 
eliminate the pension pian in its 
entirety. 

Neither my husband nor I have com- 
pany pension plans. We have our RRSP 
that we will live off of when we retire. We 
will not have anywhere near the retirement 
salary that you will be expecting to 
receive upon retirement. As an elected pub- 
lic SERVANT why do you feel that you 
deserve a higher standard in retirement (or 
at present) than the people who elected you 


to serve them? 
Judy Szpreglewski 
Onoway, Alberta 


Direct democracy 


Congratulations on your work of 
bringing vital information to Canadians 
through The Taxpayer. It is our feeling 
that we, the people, find it almost impos- 
sible to change things for the better un- 
less we can geta mechanism to have a 
“say” in our own affairs. That is why we 
are working on the Swiss idea of Initia- 
tive and Referendum. 

E.B. Brooks, Alta 


More Flat Tax 


T hanks for informative articles in 
Vol. 7 No. 5/95 of The Taxpayer. 

The Flat Tax is the most obvious, most 
fair way to go re: income tax. 

While it is positive to see a Liberal (Den- 
nis Mills) onside, it is disturbing to see him 
already talking about “credits.” This is ex- 
actly how the present system got out of 
whack - trying to force taxpayers to save 
(RRSPs & CPP), be generous (charitable 
donations) and redistribute wealth (UIC). 

As far as I am concerned, there should 
be only a personal tax credit and a credit 
per child. As for business, only the costs of 
doing business which includes the purchase 
of leasing of capital assets, plus dividends 
paid, should be deductible. Small business 
does not warrant any tax credits. 

Get on Mills’ case! His is a graduated 
approach as opposed to out and out com- 
mitment to the concept. 

D.C. Wollstein 
Minden, Ontario 


I have just finished reading the latest 
issue of The Taxpayer and found the arti- 
cles on the Flat Tax proposals very inter- 
esting. 


I think we must simpltfy-our tax system: 
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and the Flat Tax would be a great 
idea. 

You guys are doing a great job 
of keeping us taxpayers informed 
and keep up the good work. 
Gerard Fornwald, 

Alberta 


I have been a Flat Tax pro- 
ponent since about 1971. I have 
advocated a flat 10% tax night 
across the board - NO EXEMP- 
TIONS AND NO DEDUC- 

TIONS - applicable to 
individuals and corporations. | 
support the Flat Tax for all the 
reasons outlined in the latest 
issue of The Taxpayer. The 
most important of them all is 
that taxpayers will have more 
disposable i income to do the things they 
can do much better and more efficiently 
than government. The benefits of the spin 
off effects are enormous, the most impor- 
tant aspect being job-creation. 

With people having more disposable in- 
come there would be less need to utilize the 
banks for borrowing, with the result that 
interest rates should drop. Initially, those 
wanting to build a capital project, or expand 
an existing one, would have to borrow from 
the banks, but under the Flat Tax proposal, 
they would be able to repay the loan much 
faster at a greater savings in interest and 
bank charges. With more disposable in- 
come there would be less reliance on gov- 
ernment for loans and loan guarantees. In 
fact, if I were Prime Minister I would abol- 
ish every conceivable loan, loan guarantee, 
grant, subsidy and handout to every Tom, 
Dick and Mary including corporations and 
foreign countries! This waste of our hard- 
earned tax dollars would cease until we get 
our own house in order. 

Another constructive reason for imple- 
mentation of a Flat Tax is that it would 
substantially reduce the underground econ- 
omy. It is estimated that upwards of $120 
billion is made in this manner, and even at 
10% this means an extra $12 billion in 
government coffers. 

Hand in hand with the implementation 
of a Flat Tax must be the implementation 
of legislation preventing unnecessary 
spending. In other words legislation must 
be passed that would make it illegal for the 
federal government to spend more than it 
earns. 

I can write a dissertation on the benefits 
of the Flat Tax, but suffice it to say that I 
am a very strong proponent of the Flat Tax, 
and I hope that in the next issue of The 
Taxpayer, you will have a membership sur- 
vey on this vitally important issue. 

Al Romanchuk 
High Level, Alta. 


Letters are edited for length and clarity. 
Please send letters to the Canadian Taxpayers 


Federation, 105-438 Victoria Ave E., Regina, 
4Sask., S4N ON7_ ~~ ~=- ~~ -=* 
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From the Auditor General's Report... 


Horror stories at Department of Defence 


by Dean Smith 


At $270 million a year, National 
Defence has the largest capital con- 
struction budget in the federal govern- 
ment. 

The question the Auditor General 
has to ask is whether that money is be- 
ing wisely spent by those entrusted 
with it. The answer, after reading his 
1994 report, would seem to be a re- 
sounding “No.” 

In his study, Auditor General 
Denis Desautel found many poorly 
managed projects which resulted in 
considerable time delays and cost 
overruns. 


For example, in October of 1993, 


the Department awarded a $5 million 
contract to construct a headquarters 
building at CFB Shearwater, despite 
the fact a study of possible base clo- 
sures had already begun in Septem- 
ber. By November, the government 
was looking at the financial implica- 
tions of cancelling the project but de- 
cided it was more economical to 
finish it. Then, in the 1994 Budget, it 
was announced that CFB Shearwater 
would be consolidated with CFB Hali- 
fax - where incidentally, another new 


constructed. 
Another interesting incident in- 


| volved the new Peacekeeping Monu- 
| ment project. By the time it was 


completed the costs had risen by 
$800.000 - up 53% from the origi- 
nally approved cost. 


A highlight of the Auditor's report. 


involved the Fleet Maintenance 
Group facility built at CFB Esqui- 
malt. It ended up costing $13 million 
more than originally estimated and 
then to add insult to injury the project 
was fully five years behind schedule. 


costs to, and delayed, projects. The 
Fleet Maintenance Group (Pacific) fa- 
cility was an example of how the gov- 
ernment’s bungled attempt to try to 
save money by changing major build- 
ing systems late into the construction 
phase actually resulted in $350,000 in 
additional environmental clean-up 
costs. 

The delays seem to be a consistent 
problem, according to the Auditor. 
However, in cases of political or de- 
partmental priority then they were 
generally completed on time and 


For projects between $1 million 
and $10 million unfortunately, 
slips in deadlines were approxi- 
mately 30 percent. And projects 
over $10 million averaged slippage 
of about 130 percent. The end re- 
sult, the Auditor says, can be “fore- 
gone operation benefits, turnover 
in project sponsor and manage- 
ment, higher costs and structures 
built for outdated needs.” 


One culprit contributing to the 
inefficiency could be low produc- 
tivity in the area of Construction 
Engineering. In 1985, the Depart- 
ment did a study that showed 
adopting commercial practices 
could result in a 40 percent effi- 
ciency gain in the use of mainte- 
nance personnel. Although the 
department has been aware of the 
shortcomings in this area for more 
than a decade, at present there are 
still no systems or procedures in 
place to measure productivity. 


When one considers the kind of 
problems seen in the building con- 
struction management at DND, 
then the $270-million budget may 
just be the place the government 


headquarters building was also being 


NATIONAL 


Jason Kenney presented the CTF’s recommen- 
dations on the 1996 Budget to the House of 
Commons Finance Committee in Calgary 
on November 30th, reiterating that public 
opposition will be loud and clear if taxes 
are increased. 

Jason Kenney unveiled the CTF’s 
Taxpayers Protection Amendment at a 
news conference in Ottawa on January 29. 
Mr. Kenney also appeared on CTV's Sunday 
Edition with Mike Duffy to discuss the proposed 
Amendment. 


BRITISH COLUMBIA 


Robert Pauliszyn. Research Associate with the CTF 
- BC appeared on Vancouver radio station 1040 AM. 
to discuss a proposal to replace the GST with a national 
multi-stage sales tax. 

On January 4. Troy Lanigan, Executive Director of 
the CTF - BC branch. spoke to a breakfast meeting of 
the Chilliwack Rotary Club. 


ALBERTA 


Jason Kenney held a media scrum on November 
30th following a Calgary news conference where Al- 
berta’s 1995-96 Second Quarter Financial Update was 


As well, design change added 


released. He said that the province should use high 
revenues to cut taxes not to increase spending. 

James Forrest and Andy Crooks met with the edito- 
rial board of the Calgary Herald December 6 to discuss 
the Federation's position on various issues. 

On December 18th, James Forrest appeared on 
QR77, CHED. and the Rutherford Show to discuss the 
impact on Alberta of the recent Chartered Accountants 
proposal for a new sales tax to replace the GST. 


SASKATCHEWAN 


Moira Wright. Executive Director of the STA at- 
tended the Standing Committee on Finance meeting in 
Saskatchewan on November 29th. 

Ms. Wright participated as a judge in the College of 
Commerce and MBA students’ “Shadow Federal 


within the »udget parameters. 


should be looking to for savings. 


Budget” in Saskatoon on December 1. 

The pressure put on the Saskatchewan government 
by the STA seems to have paid off, with SaskPower 
announcing plans to scale down their proposed rate 
hikes. 


MANITOBA 


Interim spokesperson for the CTF - Manitoba, 
Brian Kelcey, made a presentation before Win- 
nipeg’s City Council Executive Policy Committee to 
argue in favour of reinstating money bylaw referenda 
for costly capital projects. 

Brian Kelcey appeared on CJOB radio to discuss 
UI/EI abuse. 


ONTARIO 


Paul Pagnuelo, Executive Director of the Ontario 
branch commented on national television about a sur- 
vey on cheating on taxes, and also on Mr. Chretien’s 
Asian Trade Mission. 

Paul Pagnuelo appeared on a one hour program on 
CFRB radio debating how municipalities can cope with 
the reduction of transfer payments. 

Mr. Pagnuelo submitted a proposal to the Ontario 
General Government Committee in respect to the gov- 
ernment’s savings and restructuring act (Bill 26), and 
issued a news release urging that municipal govern- 
ments not be allowed to implement user fees as an 
indirect way of increasing taxes. 


